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Laine: many employers, you might like to liberalize your pension plan to 
provide larger retirement incomes for your employees. But you hesitate to 
increase the fixed pension obligation you have already assumed. 

\ sound alternative may be for you to create a profit-sharing plan, or a 
thrift and savings plan, in addition to your pension plan. 

We have helped many companies work out such combination plans 
plans that combine security and incentive. Let us help you explore the pos- 
sibilities of an effective retirement program for your company, including a 


cost estimate. Write or call our PENSION DIVISION, 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 


iffiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


Established 1812 
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in accounting training 


1903-1 


@ Time is relative. While half a century 
is but a moment in the thinking of an 
astronomer, 50 years also encompass 
almost the entire development of modern 
accounting. Incorporated as a school in 
1903, ten years before the first effective 
federal income tax law was passed, Inter- 
national Accountants Society, Inc. liter- 
ally has grown up with the accounting 
profession. 

Formerly a society of bookkeepers and 
accountants, IAS was established as a 
school in Detroit. Early practitioners 
may recall the periodical published by 
the same organization under the titles, 
“The Bookkeeper’ and “Business and 
The Bookkeeper.’ 


In 1903, as now, a compelling need for 


953 


practical accounting training existed. The 
continuation of that need and the special- 
ized effort IAS has made to fill it have 
resulted in courses that are authoritative, 


up to date, and intensely practical. 


In 1917 the school’s headquarters were 
moved to Chicago. Students of that era 
will recall the familiar two-worlds trade- 
mark. 


As we begin our second half century, 
it is a special pleasure to send greetings 
to the thousands of men and women who 
have profited from IAS training during 
the past 50 years and to pledge a con- 
tinuation of the progressive policies that 
have enabled IAS to keep abreast of the 
rapid development that is so character- 


istic of modern accounting. 


The special 50th Anniversary Edition of the schools catalogue will be sent free 


upon your request. Just address a postcard or letter to LAS at the address below. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD * CHICAGO 6, ILLINOIS 
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for statistical work 
that we can do 
for you in ours tor, 


A. statistical department costs a 


bag of money to run these days. 


Further, you're probably paying a 
lot more for your statistical or ac- 
counting tabulations than if we 
did them for you on our modern 


punched card equipment. 


You see, we will rent our statisti 


cal department to you by the hour. 
You can have the part-time use of 
expensive machines. You pay only 


for what you get. 


Why not call us now? 


Recording & Statistical 
Corporation 


Chicago Boston Detroit 
Montreal Toronto 


100 Sixth Avenue, New York 13, N. Y 


WALTER MITCHELL, JR., Editor 


PAUL HAASE, Managing Editor 
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organize your paperwork 


Here is a new, easier way to handle 
routine paperwork and dictation — a 
different technique that will help you 
finish faster: 

(1) Start at the top—there’s no need 
to sort out the dictation matter; no 
need to call your secretary in and keep 
her waiting. 

(2) Read the first letter, memo or 
report. Decide whether to handle it 
verbally or in writing. 

(3) If verbal, pick up your tele- 
phone and get it done. If in writing, 


The world’s most versatile dictation instrument 


AUDOGRAPH® sales and service in 180 U. S. cities. See your Classified Telephone 
Directory under ‘*Dictating Machines.’’ Canada; Northern Electric Co., Ltd. Abroad: 
Westrex Corp. (Western Electric Co. export affiliate) in 35 countries. 


made by the Gray Manufacturing Company 
Telephone Pay Station, 


pick up your Audograph microphone 
and get it done. 

(4) Go on to the next item, and 
handle the rest the same way. 

Note that you go through the 
workpile just once. If interrupted, it’s 
easy to pick up where you left off. 

You work smoothly, efficiently, 
quickly — alone, you think and talk 
easily. There is no confusion, no 
waste motion, no petty delay. And 
while you’re working, your secretary 
is intercepting phone calls, getting 


The Gray Manufacturing Company 
Hartford 1, Connecticut 


data you need, or transcribing the 
work you Audographed earlier. 

Although versatile Audograph 
helps you in many ways, it has proved 
again and again that in this one fune- 
tion alone — speeding your routine 
paperwork—it saves its low cost many 
tumes over. 

If you are interested in this more 
efficient way of working, send in the 
coupon, Try the technique yourself, 
You'll find that it 
really works. 


Please send me your illustrated Booklet AG-1 
“Now We Really Get Things Done!” 


TITLE 
Audograph is 
established 1891 originators of the 
*TRADE MARK REG. US. PAT. OFF. ADDRESS city 
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BACK TO THE ABACUS? 
Editors, THE CONTROLLER: 


Is the abacus truly on its way to obsoles 
cence in the Orient as a letter in the July 
1952 issue of THE CONTROLLER suggests 7 

Perhaps it should be. There is no touch 
system, You have to watch what your fin 
gers are doing. There is no printed rec- 
ord, And worst of all, there are three 
ways of adding any digit, depending on 
what 1s already in the abacus. For example, 
to add three may mean to (a) add three, 
or (b) add five and take two, or (c) add 
ten, take five, and take two. 

Be this as it may, millions are taught in 
grammar school to add and subtract on the 
abacus, and in light clerical occupations 
prefer it to pencil and paper addition and 


subtraction. Light models for casual use, 
or low-capacity heavily built models for 
fishermen, carpenters, ctc., cost under a 
dollar. 

Hundreds of thousands more go on 
through commercial high school where 
they are taught multiplication and division 
on the abacus and are specifically drilled 
three hours a weck for a or five years 
over and above any use made in connection 
with their curriculum at large. When they 
go into an office, three dollars will get 
them an adequate professional model and 
five dollars a handsome one. 

It would be interesting to know, but im- 
possible to find out, how long it would 
take to train an abacus operator from 
scratch under an intensive training pro- 
gram. My guess is that if Comptometer 


CHICAGO 


Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 


Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
LOS ANGELES 


school takes three months, abacus school 
(if one existed ) would take from four and 
a half to six months. 

In the case of the millions of light users, 
the alternative is pencil and paper, and the 
chief factors are tradition and training 
rather than the economics of the situation. 
When the abacus is no longer taught in 
grammar school it will be time for the 
abacus makers to bring their sons up in 
another trade. 

In the case of the more serious users, 
the alternatives are American machines or 
Japanese machines, if any. Where hours 
of labor saved would just about indicate 
the use of an American machine in Amer- 


Courtesy 


Hollerith 


ica, the hours saved in Japan would have 
to be about five times as great because the 
Japanese pay level is about one fifth the 
American level. Where statistical clerks 
are spending almost their entire time mul- 
tiplying or dividing by figures five digits 
long or more, an American machine might 
be considered, but specialized situations of 
this sort would represent a very small part 
of total office use of the abacus. 

This extreme labor barrier would not 
stand in the way of development of Japa- 
nese machines, but here it 1s a question of 
who needs labor-saving most. In a land 
where you can buy a shovel with eyelets so 
one or two men on each side with a rope 
can help the farmer shovel, the typical 
othice clerk with his abacus is far indeed 
from a status of pressing inefficiency. 

Could I add to legend of the Ernie Pyle 
contest ? "The hands’ is alleged to have 
traincd himself on an extra long abacus to 
perform with both hands, the result on the 
left checking the result on the right. Inci- 
dentally, according to normal teaching and 
practice, the abacus while being used ts 
held by the left hand, thumb along the 
near edge, in a way which renders the first 
six or seven columns almost useless. This 
plus the need of a decent separation be- 
tween dividend and divisor is what drives 
the total length to 27 columns for the 
standard office model. The modern type 
with a single five bead and four unit beads 
in cach column has not yet ousted the older 
type with a single five bead and five unit 
beads, although about the first thing you 
are taught on the older type is never to use 
the bottom unit bead. 

WoOopBRIDGE 
Sylvania Electric Products, Inc. 


Flushing, N. Y. 
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It’s 24 times as fast as the fastest recorded typing 

speed . . . 128 times as fast as the average handwriting 
speed. But it’s the actual speed at which the IBM 407 
Accounting Machine, illustrated above, turns out 
accounting and statistical records for business and 
industry. 
IBM Accounting Machines give you not only all the 
documents required in your daily accounting work, 
but—from the same punched cards—reports, state- 
ments, analyses, and other business records based on 
fresh information. With these in hand, you base your 
decisions on current facts. 


Executives in many industries rely on this high-speed 
productive capacity of IBM machines to help them 
maintain effective business control. 


(IBM 


INTERNATIONAL BUSINESS MACHINES 
590 Madison Avenue, New York 22, N. Y. 
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by Bruce Payne 


by L. R. Feakes 


by Fred L. Cox 


by D. M. Magor 


Gouthcoming Features 


IN THE CONTROLLER 


¥%& BUILDING AND MAINTAINING A 
SUCCESSFUL ORGANIZATION 


¥&e OPERATING AND OTHER PROBLEMS IN PARENT, SUBSIDIARY 
AND DIVISIONAL RELATIONSHIPS 


%& UNIFORMITY OF STATE INCOME TAXES 


%& GUIDE POSTS TO PLANNED PROFIT CONTROL 


EDITORS CHOSE OUR ARTICLES ON 


1. TAXES 
Editors, THE CONTROLLER: 

I wanted you to know that our editorial 
board has selected two articles from THI 
CONTROLLER for digesting in the 
Monthly Digest of Tax Articles: “Who 
Wants a Tax Loss?” by Robert S. Holz- 
man from the October 1952 issue and “‘In- 
come Determination Under Present Un- 
certainties” by P. F. Brundage from the 
September 1952 issue. 


Russet E. NewKIRK 
Newkirk Associates, Inc. 
Albany, N. Y. 


2. UNION-MANAGEMENT RELATIONS 
Editors, THE CONTROLLER: 

We would certainly appreciate your 
kind consent to reprint, with credit, Wil- 
liam Reilly's “Union-Management Rela- 
tions Today” which appeared in your June 
1952 1ssue. 

Mort FRIEDLANDER 
Editor 

The Foreman’s Digest 
Mystic, Connecticut 


Permission granted. 


The Editors 


3. HOSPITAL ACCOUNTING 


Editors, THE CONTROLLER: 

In the October issue of THE CONTROL- 
LER you published the article, “Needed! 
Hospital Controllers” by Leo E. Stevens. 

I have contacted Mr. Stevens for per- 
mission to publish this article in Hospital 
Accounting and he has graciously com- 
plied with our request. 

I should also like to have your permis- 
sion to reprint. 

C. F. MEHLER 

Editor-in-Chief, Hospital Accounting 

American Association of Hospital Ac- 
countants 


We are happy to grant permission to re- 
produce Mr. Stevens’ article. 
The Editors 


READING AND WRITING AND 
BINARY ARITHMETIC 


Editors, THE CONTROLLER: 

Many thanks for your informative ar- 
ticles in your two recent issues on the sub- 
ject of Electronics and Accounting (‘‘Elec- 
tronics Today: A Controller's View" by 
Paul Drescher, July 1952, and “A Timely 
Report on Electronic Computers and Al- 
lied Equipment,” October 1952), 


JANUARY 1953 


The information in your two articles 
should certainly prove most informative 
and enlightening to corporate controllers 
and financial officers, many of whom have 
been too busy to come abreast of all the 
significant developments in the past few 
years. 

I recall secing an explanation, with a 
chart, of binary mathematics in an issue 
of Fortune a year or two ago. If your 
readers have not seen this, they might be 
interested in checking the nearest available 
back-issue file of Fortune. 

With the kind permission of the editors 
of Fortune, we carry on page 29 of this 
issue the “Appendix: Binary Arithmetic 
0 + 1” that appeared as part of an article, 
“Mechanical Brains,” in the May 1949 issue 
of Fortune. 


The Editors 


BUILDING EXECUTIVES 
Editors, THE CONTROLLER: 

You are “right as Wheaties” in your 
opinion (“Who Talks Last and Loudest ?”’ 
in Current Comment, July 1952 issue, THE 
CONTROLLER, page 309) that the contri- 
butions which the National Association of 
Cost Accountants and Controllers Institute 
have made to their members is underesti- 
mated by many, particularly top manage- 
ment of corporations. 

I have been associated with the National 
Association of Cost Accountants for many 
years, and while my membership with Con- 
trollers Institute dates back only to 1945, 
I believe that I can justifiably state that 
these two associations have much to offer to 
their members in broadening them out for, 
as you so aptly put it, “swimming upstream 
in his organization.” 

JosepH N. WHITE 
Comptroller 

Pittsburgh Stecl Company 
Pittsburgh, Pa. 


TAXES IN THE BIBLE 
Editors, THE CONTROLLER: 

On page 563 of the December 1952 1s 
sue of THE CONTROLLER you state that 
the only time faxes are mentioned in the 
Bible is in Luke 2:1-6. Statements made by 
a controller are supposed to be accurate. 
Please refer to Il Kings 23:35 and Acts 
5:37. 

In the spirit of the holiday season, I will 
forgive you. Please accept my wishes for 
a Merry Christmas a a Happy New 
Year. 

C. P. VAN DYKE 
lowa-Illinois Gas and Electric Company 
Davenport, Iowa 


Reader Van Dyke is correct and the three 
Concordance indexes we consulted before 
venturing the editorial just aren't complete 

at least in this respect. Thank you for the 
correction. 

Not controllers—just The Editors 
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Hand STAYS on 
MONROE’S 
Single Keyboard .... 


Hand STRAYS on 


Extra Keyboard .... 


Tracer light beams show how 
hand action is concentrated on 
Single Keyboard. Less travel 
means more production, 

fewer errors. 


Compare the dispersed, wasteful 
hand action of machine “X”. 
Operators work harder, 

produce less because attention 
is divided. 


Believe it or not THESE are Production Lines! 


Take a long look at the photographic studies above. 
They mean money to you... increased economy 
through increased production, efficiency and goodwill 
from your operators. 

They're light beam photos made by U. S. Testing 
Company, Ine. that trace the hand motion... or work 
... required by Monroe’s Single Keyboard and the 
keyboard of another leading calculator. 


Note how... on the Monroe ... motion is concen- 


Monroe Fully Automatic 
Adding-Calculator 


trated ... how the operator's hand never leaves the 
keyboard as in machine “X". Multiply this individual 
saving of time and effort by the hundreds of times an 
operator depresses the keys daily. That's why operators 


prefer Monroes ... why Monroes produce more with 


less effort, fewer errors. 


Your local Monroe man will be glad to give you a 


demonstration of the most efficient fully automatic 


caleulator you can buy. Telephone him today. 


N RO E MACHINES FOR BUSINESS 


CALCULATING, ADDING & ACCOUNTING 
MONROE CALCULATING MACHINE COMPANY, General Offices: Orange, N. J. 
Sales and Service in All Principal Cities of the World 
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Specialized 


= CCH REPORTERS 


in Specialized Fields 


@ No matter what your interests, no matter what your 
responsibilities may be, if they concern taxation and busi- 
ness law, you will find them well served, effectively and 
continuingly, by one or more of the great family of CCH 
TOPICAL LAW REPORTS. Represented here are 
some of the specialized CCH Reporters serving highly 
selective fields of law. 

Hour after hour, and day after day, telegraph, tele- 
phone, teletype, and fast mail pour a steady stream of 
new laws, amendments, regulations, rulings, decisions, 
and the like, into the editorial offices of Commerce Clear- 


ing House. 


wyaett OD : Hour by hour, day after day, this vital news, this 
important factual information, transformed into efficient 
working tools is rushed into the hands of subscribers all 
over the country through pertinent issues of the more 
than one hundred fifty CCH Reports. 


Thus, Commerce Clearing House Topical Law Reports, 
by consistently meeting specific business and professional 
needs everywhere, have established a recognized symbol. 
For everywhere now the initials “CCH” mean speed, 
dependability, and completeness. 


Write for details on these Reporters or others in fields of 
particular interest to you. When writing, also request copy of 
complimentary ‘‘Rapid Tax Finder."” Address Desk C-153 


COMMERCE, CLEARING, HOUSE, .INC.. 
PUBLISHERS OF TOPICAL LAW REPORTS 


214 N. MICHIGAN AVE. 522 Firrtw Ave. 1329 E STREET. N. W. 
CuHicaco 1 New YorK 36 WASHINGTON 4 
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A Past President of 
Controllers Institute Speaks Up 

Recently an invitation was sent to national Institute officers 
and directors, local Control presidents and past national 
presidents to speak their minds on this editorial page. Only 
one response has thus far come in but it alone justifies the 
invitation. The following message from Henry Perry, past 
national president of the Institute, deserves consideration by 
every reader of THE CONTROLLER. 

+ * * 
Guest Editorial 

This editorial venture springs from three direct impulses, 
to wit, (a) an open invitation from your managing director, 
(b) a protracted absence from the editorial page, most likely 
to the relief and satisfaction of our growing membership, and 
(c) the significance and importance of extracurricular ser- 
vice outside our respective jobs. 

Those of us who qualify as senior warden vintage, and take 
position on the sidelines without portfolio, will at times seek 
outlet for our growing infirmities through the wisdom-giving 
channels of public print. This effort is positive proof!! Dur- 
ing the passing years we early classmen critically appraise the 
value of Institute contacts, the formation of help-giving 
friendships, and the contribution which all of this affords in 
doing an effective job. In short, we are informed men, recog- 
nized as such because we know what the majority of our col- 
leagues are doing in discharging their duties as controllers 
and financial officers of the nation’s industry. All of this gives 
rise to the point that, beyond the scope of a private job, in- 
dividual opportunity may prevail for community and public 
service. 

As a specific case, we need only explore a recent message 
released by the Committee for Economic Development with 
respect to some of its research work being done in college 
community centers: 

In Providence, Rhode Island, such subjects as these are under 
consideration—THE TAX BURDEN AND Its ECONOMIC CONSE- 
QUENCES; THE QUALITY OF THE LOCAL LABOR Force—-How 
CAN It BE IMPROVED ? 

In Atlanta, Georgia— PROBLEMS IN WORLD TRADE AND THEIR 
SIGNIFICANCE TO THE SOUTHEAST. 

In Ann Arbor, Michigan—SOME ECONOMIC PROBLEMS INCI- 
DENT TO THE LOCATION AND MOBILITY OF MICHIGAN INDUS- 
TRY; THE PROBLEMS OF MARKETING AND DEVELOPING EXECU- 
TIVE TALENT. 

In Chicago, I]linois—PROBLEMS INVOLVED IN THE ESTABLISH- 
MENT OF EMPLOYE BENEFIT PROGRAMS; THE CORPORATION'S 
ROLE IN EMPLOYE DEVELOPMENT. 

In Ames, lowa—IOwa’s FINANCES; IMPROVING ASSESSMENT 
PRACTICES IN IOWA. 


And, in Portland, Oregon DistRIBUTION PATTERNS 
IN OREGON ; OREGON TAX AND FISCAL PROBLEMS. 

This is only a cross section of what is under way for the 
improvement of economic understanding and business prog- 
ress throughout the land. 

Is there a subject among those mentioned in which a con- 
troller’s advice and leadership would not be of major value? 
Is any one of them a subject on which he is not informed and 
to which, by reason of job experience and the background 
acquired in Institute affairs, he could not make substantial 
contribution? As he develops the knowledge and sophistica- 
tion which membership provides, is it not his duty to help 
lift the intelligence of those limited in economic understand- 
ing, and to improve the community and the nation in affairs 
that too long have been dominated by political incompetence 
and expediency? In fact, is this not his place in the field of 
public relations? — HENRY PERRY 

* * * 

Whether we qualify as neophyte or antique in Institute 

affiliations, here is the real challenge to controllership! 


Momentum for the New Year 

The starting point of a new year, relative to the seasons 
and the weather, was a decision made by man. The decision 
is so old and so deeply rooted in custom, business and religion 
that we have come to think of “Jan. 1°’ as part of the natural 
order of events. In accountants’ terms it is Nature's “natural 
business year’’; the time when all plant growth is at its lowest 
ebb and many of the lower animals are torpid. 

For mankind, pursuing the “resident manager's” function 
with respect to many of the plants and animals, it was a time 
to find a snug, warm place. Man has made it a custom at this 
season to review and give thanks for the blessings of the year 
closing, to appraise the problems coming up in the new year, 
and to make plans for doing a better job. The Good Lord 
furnished the blessings, but man decided when to take inven- 
tory. 

This year we have good reason to give thanks and look for- 
ward with renewed hope. Controllers, as members of the 
planning team in the management of business enterprises, 
can give thanks for the prospect of a “government of good- 
will.’ We can do our jobs under less frustrating circum- 
stances under a government that limits itself to the traditional 
function of a policeman, who spends a major part of his time 
giving information and assistance to the citizens of the com- 
munity on the assumption that they are honest and mean 
well. And they are. This could be a welcome contrast to a 
governmental attitude that appeared to assume the majority 
of businessmen were malicious or dishonest in their motives 
and actions. 

Management can make better headway toward its goal of 
producing more goods for more people at lower prices. By the 
forces of competition we can spread the fruits of increased 
productivity among the owners of the tools, the users of the 
tools, and the buyers of the product-—with perhaps a little 
left as compensation for good management. 


WALTER MITCHELL, JR. 
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We would welcome the opportunity to 


assist you in the development of appro- 
priate provisions for a retirement 


or other employee benefit program. 


ang 


Without expense or obligation on your 
part, we would study your personnel 
data and submit a report including 


cost estimates for variant provisions. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Pension Trust Division 


11 Broad Street, New York 15 


Telephone HAnover 2-9800 
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The Frequency and Importance of 


Errors in Invoices Received for Payment 


Robert H. Gregory 


ON 

This article deals primarily with the 
question: Is if necessary or even desirable 
to process in the same way all invoices re- 
ceived from vendors? The broader ques- 
tion at issue is whether the accounting 
and auditing techniques that are desirable 
under certain conditions are, in fact, ap- 
plied beyond the point of diminishing re- 
turns. 

Accounting and auditing textbooks 
gencrally specify that a// purchased mate- 
rial received should be counted or weighed 
to determine that the quantity ordered and 
invoiced corresponds with the quantity ac- 
tually received. Company accounting man- 
uals often follow the textbook practice 
without sufficient regard for the cost in- 
volved and the benefits obtained. 

This article attempts to show that in- 
voices received for purchased material 
have characteristics that warrant discon- 
tinuance of some of the commonly ac- 
cepted accounting and auditing techniques. 
The technique of processing selected sam- 
ples of invoices instead of all invoices 
scems to have much to recommend it. The 
companion question of how the account- 
ing and auditing costs can be balanced 
against the results of uniform processing 
of all invoices is not treated here. 

The information used in this article 
was obtained during the course of a 
study made in the Summer of 1951 at the 
factory of an automobile manufacturer, 
to find some basis for predicting the 
frequency and importance of errors in 
suppliers’ invoices received. 

~-THE AUTHOR 


Ideally, all invoices received for pay- 
ment would be complete and correct. 
Extensions and footings would be ac- 
curate, Transportation would be by the 
correct method from the prescribed 
f.o.b. point. Invoice and purchase order 
prices would agree; and invoice, pur- 
chase order, and receiving report would 
show the same quantity. In such case, 
the amount of accounting and auditing 
work required to process cach invoice 
would be kept at a minimum. 


ERRORS AND THEIR CORRECTION 
Regrettably, however, errors and dis- 
crepancies do arise. The nature and im- 
portance of such errors seem not to be 
fully understood. According to recom- 
mended procedure generally followed 
by most companics, the accounting de- 


partment and the internal audit staff (if 
one is maintained) attempt to locate 
every error or discrepancy regardless of 
its amount. A decision is then made 
whether the error requires adjustment. 
In numerous cases, the error discovered 
is so small that it does not deserve cor- 
rection, For example, any discovered 
error arising from the vendor's use of 
the wrong f.o.b. point or transportation 
method is charged back (or credited) to 
the vendor only if the amount involved is 
more than a specified amount. 

It seems logical to say that errors, which 
are not corrected after discovery, do not de- 
serve to be located. Several attempts were 
made to find one or more bases for predict- 
ing the frequency and importance of errors 
in invoices. The standards for judging the 
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usefulness of a plan are of interest here. An 
acceptable plan must (1) make it gen 

to discover all errors of magnitude; (2) 

reduce, if possible, the total cost of search- 

ing for errors and the loss from undiscov- 
ered errors; and (3) be readily applicable 
by members of the accounting Ri audit- 
ing staff. 

All errors discovered and corrected dur- 
ing the period January through July 1951, 
when about 35,000 invoices were proc- 
essed by the accounting and internal audit 
staff, were studied as the primary informa- 
tion for this article. (A similar study was 
made for a substantial fraction of correc- 
tions made during the calendar year 1950 
and occasional reference is made here to 
the results of that study.) The errors in 
vendors’ invoices that were corrected by 
means of debit or credit memos issued to 
vendors were tabulated by (1) date, (2) 
name of vendor, (3) amount of invoice, 
(4) nature of error (extension error, mis- 
take in transportation charge, and differ- 
ence between quantity shown on rec civing 
report and on INVOICE ), and (5) amount 
and direction (debit correction or credit 
correction ) of error. 

Before examining the relationship be- 
tween crrors discovered and the factors 
that were studied, it is desirable to look at 
the size-distribution and dollar amount of 
all invoices without regard to the occur- 
rence of errors. 


NUMBER AND AMOUNT 
OF INVOICES RECEIVED 

The frequency and dollar amount of in- 
voices received during the first half of 
1951, based on a random sample that is 
representative of the 35,000 invoices, is 
shown in Table A. Study of all invoices 
received during the year 1950 indicates 
that the size-distribution is relatively sta- 
ble. The left half of the table shows the 
number of invoices in each size group; the 
right half shows the dollar amount of the 
invoices in the sample. The important 
point is that most of the invoices received 
were for relatively small amounts and were 
responsible for only a small fraction of the 
dollar amounts involved. Invoices for $100 
or less represented 48 per cent of the num- 
ber of invoices but only 1.4 per cent of the 
dollar amount of invoices. Invoices for 
$500 or less made up 79.6 per cent of the 
number of invoices but only 8.5 per cent of 
the dollar amount. In essence, about two 
thirds of the number of invoices received 
represented about 4 per cent of the dollar 
amount of the invoices. At the other end 
of the scale, however, 13 per cent of the 
invoices had totals of $1,000 or more and 
were responsible for 86.5 per cent of the 
dollar amount of the invoices. 

Against this background of the size-dis- 
tribution of all invoices received, the fre- 
quency and importance of cach type of 
error discovered deserve consideration. 


TABLE A 


UTIOCN BY QUANTITY AND SIZE 
SCONNTS PAYABLE INVOICES 
EASED ON SAMPLE TAKEN FOR PERIOD 


JULY 1951 


10,01- 50.00 


Number of Invoices ------ 
Sample Curnlative Cumulative 
Anount of Invoice Number Per Cent Per Cent Dollars Per Cent Per Cent 
3 O- 310,00 105 11.6 11.0 3 678 - - 
50.00 239 251 36.1 6,308 06 266 
50.01- 100. 3,259 0.8 Lels 
100,1- 200.00 137 62.5 17,860 2.0 
200. - 300. 89 21,798 2.2 56 
300,.01- 400.0 Lg Sel 1609 16,716 1.7 73 
400.™- 510 26 2.7 7906 11,359 1.2 8.5 
500.M1- 1,090.00 n 5,669 560 13.5 
,000.N- 19,000.00 100 10.5 9705 336,227 U7? 
19,000,01- 1%, 507,759 52.1 100.0 
Total 954, 100.C ‘977 ,633 100.0 
TABLE B 
EXTENSION ADJUSTMENT AND AMOUNT OF INVOICE 
JANUARY 1 - July 1951 
(100% of Debit and Credit. Memos) 
Invoices Requiring Adjustment -------------- Amount of Adjustment --------------------- 
Amount of Invoice Per Cumulative er Cumilatie 
before Correction Number Cent Per Cent Debit Credit Debit Credit Cent Per Cent 
$ O- $ 10,00 § 9 9 $ & $ 9 5 5 - ° 


50.01- 100,00 7 12 bl: 85 
100.0l- 200,00 9 16 60 264, 
300,00 7 12 72 23 
300,01 400,00 3 5 77 10 
400.M1- 500,00 3 5 62 - 
500.01-1,00.00 6 n 93 12 

1,000,01-10,000.00 3 5 98 8 
Total 100 $883 
* Credit 


388 803 Se 

1,642 1,378 226 

126 «310, - 1 

99 - 208 

150 150 

6, 76k 6,622 626 

1,140 1,132 lle 

10,785 9,902 100% 


EXTENSION ERRORS 

Calculating machine operators verified 
mathematical accuracy by extending and 
footing every invoice processed for pay- 
ment. A debit or credit memo was issued to 
a vendor in order to correct any extension 
error discovered. 

The results of analyzing all of the ex- 
tension errors discovered by calculating 
machine operators in the first half of 1951 
are shown in Table B. Several important 
conclusions can be drawn from this table. 

First, the number of extension errors 
discovered by calculating machine opera- 
tors was about 1.7 per thousand invoices 
received (57 errors in the 35,000 invoices 
processed) during January through July 
1951. 

Second, 32 per cent of the incorrect in- 
voices had totals (before correction) of 
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$50 or less and 82 per cent had totals of 
$500 or less. Comparison of the size-dis- 
tribution of the incorrect invoices in Table 
B with the size-distribution of all invoices 
received as shown in Table A indicates 
that, in general, invoices with totals of less 
than $100 had a smaller error rate than 
larger invoices. However, the error rate 
was substantially the same as the frequency 
rate for each size of invoice. 

Third, the dollar amounts of the correc- 
tions for extension mistakes are shown in 
the right half of Table B. A debit indicates 
that the invoice was reduced (accounts 
payable was debited ) in order to correct an 
extension error. During the period Janu- 
ary through July 1951, the total amount of 
debit adjustments was $883 and the total 
amount of credit adjustments was $10,785. 
The net credit (increase in accounts pay- 
able) from locating and correcting exten- 
sion errors was $9,902. Only nominal dol- 
lar amounts of corrections (both debits and 
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TALE C 


THANSPORTAT'ON ADJUSTMENT AND A‘OUNT OF INVOI 


----Number of Invoices (A) 
Number 


of 
Amount of Invoice Invoices Per Cumlative 


Before Adjustment Adjusted Cent Per Cent 
10.00 9 5 5 
10,01 - 50,00 25 
50.Ql- 100,00 ‘ 
100.41- 200,00 
200,01- 300,00 
300.01- 400,00 
400,.0l- 500,00 
500.01- 1,000.00 
1,900,01- 10,000.00 
10,000,01- 
Total 
(A) Exclusive of 15 debit memos for $57.60 
cancelled by 15 credit memos for $57.60 


JANUARY 1 © JULY 1951 
(1008 of Debit and Credit Ye: 


Amount of Adjustment (A) ------ 


Cumulative 
Per Cent 


1 


WABLE D 


Invoices-------- 

Per Cumilative 
Anount of Invoice Gent Per Cent 

10,00 6 6 

10,01- 30600 
50.01- 100,00 
100,01- 200,.% 
200,.0l1- 300.0 
300,01 400,00 
400,01 


1,000,01- 10,000.00 


memos for 51,100.25 
credit memos for 


QUANTITY ADJUSTMENT AND 


JANUARY 1 = JULY 1951 
(100% of Debit and Credit Memos) 


NT OF IM 


1951 


of Adjustment (A) 
tet- Per 


Cent 


Debit 


credits) were involved for invoices of $50 
and less. 

Fourth, the invoices for larger amounts 
were responsible for a small fraction of the 
number of extension adjustments but were 
responsible for most of the dollar amount 
of adjustment. Invoices with totals of $500 
or more (before correction) were responsi- 
ble for 78 per cent of the net dollar amount 
of extension corrections. In fact, the cor- 
rections required for an extremely small 
number of invoices were responsible for 
most of the net dollar amount of correc- 
tions made. 

There were ten invoices that required 
corrections of $100 or more because of ex- 
tension errors. Three required debit cor- 
rections totalling $471. Seven required 
credit corrections totalling $10,536. These 
ten invoices were received from ten differ- 
ent vendors and were responsible for about 
95 per cent of the net dollar amount of ex- 
tension corrections. (In passing, it might 


be noted that the study of errors by vendor 
yielded no useful information. ) 
Comparison of the extension errors dis- 
covered by mathematical verification of in- 
voices received in 1950 (tables not shown ) 
with the errors discovered in 1951 indi- 
cated that the patterns were substantially 
different. During the year 1950 the net ef- 
fect of correcting extension errors was to 
decrease the amount of the invoice in all 
size groups except for invoices that had 
totals (before correction) of $10 or less. 
The relative amounts of corrections 
for extension errors were so different dur- 
ing the years 1950 and 1951 that it is dif 
ficult to make any predictions about the 
over-all amount of extension error that will 
occur. However, some prediction can be 
made about the errors that will probably 
occur in certain size-classes of invoices. 


THE CONTROLLER 


During both years, invoices for $10 or less 
had to be increased. The net amount of cor- 
rection to invoices with totals ranging from 
$10 to $50 was so small as to be of no con- 
sequence. 

As pointed out earlier, one third of all 
invoices received had totals of $50 or less. 
It appears that it would be suitable not to 
verify the mathematical accuracy of these 
invoices. Mathematical verification on a 
sampling basis might well be adopted (if 
100 per cent verification is dropped ) in 
order to discover any significant changes 
in either the frequency, importance, or di- 
rection of extension crrors. 

The limitations of a uniform procedure 
for processing all invoices should be con- 
sidered both for mathematical verification 
and for other steps in the audit procedure. 
Experience of this company shows that 
mathematical verification of all invoices 
has not disclosed all mistakes in the past 
because of the fact that some mistakes were 
subsequently discovered by chance. There 
is no certainty that complete verification 
probably will not disclose all extension 
mistakes in the future. The objective is to 
obtain the most desirable balance between 
the cost of discovering errors and the im- 
portance of errors that remain undiscov- 
ered, 


MISTAKES IN 
TRANSPORTATION CHARGES 

As pointed out above, corrections aris- 
ing because of mistakes in transportation 
method, f.o.b. point, or transportation rate 
were studied. 

Table C shows the amount of invoice, 
number of invoices, amount of adjustment, 
and the amount of invoice for transporta- 
tion mistakes discovered in processing 35,- 
000 invoices during January through July 
1951. In addition to the 170 adjustments 
for transportation charges tabulated in 
Table C, 15 debit memos that were incor- 
rectly issued were cancelled by 15 credit 
memos. In total, 200 adjustments for trans- 
portation charges were made by the ac- 
counting department. Two thirds of the in- 
voices requiring adjustment for transporta- 
tion charges in 1951 had totals of less than 
$300. However, such invoices were respon- 
sible for only 10 per cent of the net trans- 
portation adjustment of $2,465. During 
the year 1950, however, invoices with to- 
tals of $300 or less were responsible for 
about two thirds of the number of adjust- 
ments and about 33 per cent of the net dol- 
lar amount of transportation adjustment of 

224. 

The 200 debit and credit memos for 
transportation adjustments prepared by the 
accounting department in the first half of 
1951 were also classified according to the 
amount of the correction without regard to 
the amount of the invoice. This analysis 
showed that two thirds of the number of 

(Continued on page 36) 
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Debit Credit Net Cent = 
7 $ 2 $5 - 
a 17 1 
42 - > 7 
78 rs 3 
1 - 18 1 u 
63 46 17 1 12 
197 Bc ‘ 17 
2,256 201 «2,055 83 10 
2, 360 2,465 100 
— 
Debit” Credit credit Per Cent 
$ 30 Le le 
229 21 2 2 
350 251 12 
432 2n 270 37 
307 258 ? 
356 2h3 3 16 72 a 
68 08 6 128 
500.01- 17 9 16 410 375 45 5 133 
17 93 2,121 1,4 86 221 
10,000,01 1% 198 2,524 20926 1008 
Total 197. 100 1936 5,663 727 100 
(A) Exclusive of 1 
Cancelled by 1 5 ay 
#redit 


New Trends in 


King MacRury 


REGARD for industrial hu- 
man relations has reached such an ex- 
alted plane that it now appears in a 
somewhat unrealistic light, as a cure-all 
for any type of management problem. 
Although industrial relations cannot ac- 
complish miracles, it will, if properly 
used, go a long way toward solving a 
wide range of industry's problems. Its 
new approaches and ideologies are de- 
veloping in a period when the necd for 
new Manpower Management methods ts 
apparent and vital. Through its diverse 
appeals, it has brought American man- 
agement more closely together in its in- 
terests than ever before has been true in 
the history of industrial relations. This, 
in itself, is a tremendous instrument for 
progress and accomplishment. 

Outside influences also are playing a 
significant part. They forcefully support 
and stimulate executive interest. Top 
management ts continually exhorted on 
the need for sound human relations prac- 
tices and programming. Publications to 
which a company president subscribes 
are replete with human relations doc- 
trines, articles and anecdotes. Executive 
organizations are actively engaged in 
promoting new philosophies. And some 
associations offer help to management in 
formulating modern human _ relations 
objectives and in the transition between 
objectives and practice. 

Human relations in industry is being 
promulgated and promoted in an at- 


THE ........... 


Industrial Human Relations 


mosphere which 1s highly receptive. 
However, interest by itself cannot assure 
the growth and acceptance of such a 
broad, complex new field of ideas. It is 
fortunate that, along with their abun- 
dant interest, line and top management 
are making unusual efforts to study the 
scope, application and possibilities of 
modern human relations methods. 


WHY THE INTEREST? 

It is natural that the origin of such 
a pronounced trend should be found in 
acute problems of more or less universal 
application. Labor demands and unrest 
have been responsible for many individ- 
ual company reviews of management 
policies and practices but the increasing 
complexity and difficulty of economic 
planning has had an even more wide- 
spread influence. Rising costs of raw ma- 
terials, production equipment, and the 
vicissitudes of current markets have nar- 
rowed the margin of company profits 
and stimulated the need for economies 
and controls within, until a point has 
been reached beyond which it is no 
longer possible to accept labor efforts 
and accomplishments as a ‘natural vari- 
able” and still remain in business. Vart- 
ables of all kinds must be reduced to a 
minimum, 

Under such circumstances, ideas de- 
veloped in the past decade have come up 
for re-examination. As author Raymond 
Peters indicated in his recent book! on 
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communications intelligence and 
skills are merely potential tools 

used constructively only if employes 
wish to use them that way.” In the cur- 
rent revaluation of human relations max- 
ims, this has come to be recognized as 
having a pyramiding effect because it ap- 
plies, in varying degree, to cach and 
every worker. Its influence to a single 
company may amount in dollars to half 
the total cost of its payroll. On a na- 
tional scale, it concerns the work, out- 
put and attitudes of sixty million men 
and women. 

Mechanization has had a dual effect 
on the importance of employe effort. It 
has enlarged the productive capacity of 
cach worker. But it has also magnified in 
equal ratio the impact of misunderstand- 
ing, disinterest and lost time. 

Technological advance has brought 
about greater need for improved techni- 
cal skills, education and training, in or- 
der to fill increasingly complex jobs. Se- 
lection standards, therefore, have been 
revised with the objective of raising the 
general and individual levels of employe 
acumen, fitness and skill, which, in turn, 
has exerted influence on communities 
and institutions for better pre-employ- 
monk 

In demanding “higher type workers,” 
industry has undertaken both an asset 
and an obligation. Such men and women 
can perform better, can be trained for 
greater responsibility, and can contrib- 
ute more. But they expect more in the 
way of job stimulation and satisfaction, 
work motivation, incentives, training 
and information. 

While these factors forcefully influ- 
ence the need for new manpower man- 
agement methods, they also assist toward 
the solution of the problem they create. 
Through their greater and broader edu- 
cation, industrial workers have also in- 
creased their capacity for understanding, 
and for utilizing training and informa- 
tion. Even before its initiation, the com- 
munications-human relations program 
is assured of employe interest; the prob- 
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Management-Employe Interchange, Harper & 
Bros., New York. 1950. 
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lem is primarily one of stating and ful- 
filling its aims and objectives. Astute 
management need have no misgivings 
about the curiosity, ambition and res- 
tiveness of employes, for these can be 
answered, directed and satisfied. On the 
contrary, the situation is vastly more 
complex and serious when workers are 
apathetic and disinterested. 


IMPORTANCE OF BROAD 
PROGRAMMING 


In the face of such intense interest, it 
is important to emphasize the value of 
broad programming and _ long-range 
planning, rather than support the in- 
evitable tendency toward narrowing out- 
look in quest of answers for specific 
problems and immediate accomplish- 
ments. 

During World War II, there was a 
similar concentration of interest in the 
problem of industrial absenteeism. In 
many companies, this problem was treated 
as an isolated phenomenon. Unfortunate 
experimentation, inadequate planning 
combined with overoptimistic and un- 
realistic immediate goals—-led to disap- 
pointment. Yet many of the failures 
were not indicative of weaknesses in the 
corrective measures but, rather, of inade- 
quate interpretation and understanding 
of the problem. 

With such widely known case his- 
tories recalling the need for careful diag- 
nosis, an analytical approach is indicated 
for sound results in human relations. 
For example, the interests of the top 
managements of ten companies in which 
there was considerable discussion of in- 
dustrial human relations were closely scru- 
tinized; two were found to be concerned 
primarily with recruitment; two with lay- 
offs; two with performance reporting ; and 
one each with training, organization, turn- 
over and workload. 

It is usually through secking an answer 
to some special problem that the indus- 
trial relations picture comes into focus. 
But, if the greatest possible achievements 
are to be secured through present in- 
terest in human relations programming, 
the thoughts, researches and studies must 
be directed and channeled to the broader 
aspects and philosophies. From thence 
through appropriate stages of develop- 
ment-—the policics, methods and tech- 
niques by which it is to be applied and 
administered can be evolved. Through 
these broad efforts and the resulting tech- 
niques, specific problems will be treated 
and solved. It 1s both a danger and a 
digression to consider smaller facets too 
early, for industrial human relations is 
more concerned with a pattern or mode 
of thinking than with the minute pro- 
cedures and details by which it is ad- 
ministered. 


Relations 


? Princeton University Industrial 


Section, 1948 


“What gets me, is the way that bunch 
in the office gripes about paper work!” 


CLARIFYING AIMS 

One of the first steps to be taken in 
instituting a successful program of hu- 
man relations and communications is to 
reach a basic accord as to its meaning and 
objectives. Miss Helen Baker, in her 
book “Company-Wide Understanding of 
Industrial Relations Policies,’ aptly 
termed this ‘‘clarification of aims and ob- 
jectives.”’ 

Before this can be done, it is necessary 
to understand just what the phrases “‘hu- 
man relations’ and “communications” 
mean. In a modern sense, communica- 
tions is regarded as the total field of -ex- 
changing ideas, thoughts and reactions. 
It follows, then, that this concept of 
communications affects all of the direct 
and indirect relationships of a business 
enterprise: between management and 
employes; between management itself; 
between the company, the community and 
the public at large; between employes 
themselves; between employes and their 
families; and between the company or 
its representatives and their stockhold- 
ers. Communications ts basic to all rela- 
tionships pertinent to a company’s wel- 
fare. 

Human relations is a narrower term 
and has to do with the operation and ef- 
fects of a company s communications. 
Human relations denotes those func- 
tions and activities of management 
which are devoted to the initiation, de- 
velopment and sustaining of good will 
among the men and women with whom 
the company ts in communication. 

Communications ts a more — subtle 
problem than one of media alone. The 


most successful plans are those which 
have been established on the basis of a 
long-range objective. Their functions 
and activities are founded on the infor- 
mation needs as well as the information 
wants of the people with whom the com- 
munications ts to be carried on. 

To accomplish this, a company plan 
of organization is fundamental. Not 
only because of the increased need for 
clarifying company framework and indt- 
cating promotion steps, but also as the 
only possible graphic illustration of an 
otherwise intangible relationship. A 
company chart of organization has been 
aptly termed ‘‘a sort of roadmap or chan- 
nel” for the flow of communications and 
influences. 

Viewing the whole broad problem of 
human relations against an equally 
broad concept of communications, it wall 
be scen that this new field has gone con- 
siderably beyond older ideas of the scope 
of industrial relations. This more studied 
understanding of communications has 
also had its impact on the nature and ap- 
plication of communications themselves. 
The essentialness of receptiveness is rec- 
ognized. And new emphasis is now being 
plac ed on the reiteration of information, 
to assist in the ‘conditioning’ of recipt 
ents. 

The fact that “conditioning” ts neces- 
sary and requires such grass roots treat- 
ment indicates a gradual process of 
building an effective program of com 
munications. But it also points up the 
value of efforts being made by some com- 
munities, institutions and associations to 
acquaint students with industrial prob- 
lems and concepts. Through these, con 
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ditioning is started before a man or 
woman begins employment. Thereby it 
lessens the time and effort which other- 
wise must be spent on this by an em- 
ployer. 

What constitutes a communications 
program? To determine this it is neces- 
sary first to examine the real or potential 
work-relationships—and the extent to 
which there is a carryover of influences 
from outside the company or plant. The 
focal point for communications can be 
established in this manner and, from 
them, the subjects to be covered become 
apparent. For example: 


Between Employes Themselves 
mutual interests 
sports, athletics, recreation 
family problems 
social activities 
Between Employes and their Supervisors 
-jobs 
job contents 
—job 
working conditions 
~—schedules 


Between Employes and (other) Manage- 
ment 
wages 
—hours of work 
—benefits and benefit plans 
provisions and security 
~-objectives 
promotion possibilities 
company outlook 


Between Employes and their Families 


wages 
hours of work 
schedules 

-working conditions 
promotion possibilities 
-provisions and security 


Between Employes and Public 
recreation and social activity 
-wages 
hours of work 
safety and hospitalization 
security 
company progress and potentials 


MEANS AND MEDIA 

Progress of this era is more noticeable 
in the improvement and wider use of 
older methods than in the development 
of new means and media for communi- 
cation. Employes’ handbooks, as one in- 
stance, are used by many more com- 
panies than was true 20 years ago. The 
many ‘rule books” have been replaced 
by more modern issues. Concerns which 
did not previously use such media now 
utilize these guidebooks in orienting 
their employes to the procedures, pro- 
visions and policies of the company. 

But the handbooks themselves also 
have been improved and cover a wider 
range of topics than the old rule books. 
More money is spent in their preparation 
and new techniques are used in their 


EMPLOYE INVENTORY METHOD DEVELOPED 


A simple method by which companies 
can measure the morale of their workers 
and pinpoint trouble spots and condi- 
tions has been developed by the Univer- 
sity of Chicago. 

It is called an employe inventory—a 
select list of 78 questions that show what 
workers like or dislike about their jobs, 
pay, boss and company in general. 

The university said it provides the 
first standardized yardstick to measure 
factors ranging from working condi- 
tions and supervisor-employe relations 
to such intangibles as status and recog- 
nition, opportunity for the future and 
security. 

The morale indicator was tested in 
its pilot stages by Sears Roebuck & 
Co.; Campbell Soup Company; Weyer- 
haeuser Timber Company; New York 
Central Railroad; Owens-Corning Fi- 
berglass Corporation; Johnson & John- 
son; A. B. Dick Company; Spiegel, Inc., 
and Visking Corporation. 

The reliability of the indicator was 
checked by correlating morale findings 


with records of productivity, perform- 
ance rating and 
Employes are asked to indicate 
whether they agree, disagree or are un- 
decided about such questions as: 


My boss is always standing in back 
of us; he watches us all the time. 

This company's management does all 
it can to give employes a fair break on 
the job. 

I feel as though I'm part of this or- 
ganization. 

My job is a dull one and 1 lack in- 


terest in it. 


The test requires about 30 minutes. A 
company may use the results to compare 
its scores with others in the industry, 
other companies in the region and be- 
tween occupations. 

The inventory was devised by the em- 
ploye attitude research group of the uni- 
versity’s industrial relations center with 
funds from the General Service Founda- 
tion of St. Paul and A, B. Dick Company 
of Chicago. 
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publication, which give them a more gen- 
eral purpose and appeal. 

The subject matter to be communi- 
cated itsclf suggests appropriate means 
and media. As one example, perform- 
ance reviews are used increasingly as a 
means of establishing periodic, direc- 
ttonalized discussions between  super- 
visors and subordinates. Supervisor dis- 
cussion meetings—and follow-up hand- 
books—are becoming more and more 
popular as the fulcrum for human rela- 
tions programming. 

Following is a list of the most com- 
mon-—and virtually unchanged —means 
of in-plant communications. 


A. From Management to Employes 
1. Orientation and induction aids 
2. Handbooks and pamphlets 
3. Bulletin boards, walls and grounds 
4. Meetings, visual aids 
5. Letters 
6. Performance reviews 
7.. Pay-check stubs 
8.. Annual statements 
9. Local newspapers, houseorgans. 


B. From Employes to Management 

. Suggestion systems 

. Gripe systems 

. Grievances and grievance reports 
Absenteeism records 

Tardiness records 

. Productivity 

. Opinion polls 

. Meetings 

. Requests and employe counseling. 


There can be various subdivisions for al- 
most every one of these general media. 
To cite a few: in addition to the em- 
ployes’ and supervisors’ handbooks, a 
number of companies have prepared and 
distributed organization manuals. Safety 
guidebooks also are in common use. 
Many concerns make available special 
pamphlets describing benefit plans, in- 
surance, and other provisions. The 
Aluminum Company of America pre- 
pared an unusual and highly successful 
pamphlet for supervisors entitled “Han- 
dling Grievances.” 

Bulletin boards have been used for 
years in making announcements. But the 
nature and presentation of announce- 
ments themselves have changed. They 
are differently worded and prepared; 
many subjects are now presented pic- 
torially in posters. Most companies main- 
tain bulletin boards at strategic inter- 
vals throughout their plants. Some have 
supplemented these postings with lighted, 
glass-enclosed bulletin boards at major 
entrances and exits. Often in four sec- 
tions, these cases are used to release in- 
formation pertaining to Production, Per- 
sonnel, Safety and Sales. 

Wider use is being made of the two- 
way communication presented through 
meetings. This fact is stressed in the cur- 
rent emphasis on conferences and con- 


: 
4 
4 
= 
: 


IT DOES THESE JOAS 
—AND MORE! 


Accounts Receivable 
Accounts Payable 
Material Records 

Wage Accrual Records 
Payroll Records * Cost Records 
Factory Ledger 
General Ledger 


Here at last is an accounting machine so swift, so 
efficient, so simple to operate, that it brings bigger savings 
to every job—does all jobs with unerring accuracy! 


The Sensimatic’s amazing effort-free speed comes from its 
exclusive sensing panel or “mechanical brain” that automatically 
directs it through every accounting operation. Its superior 
design makes the operator’s work easy. There is less 

to do—less to learn. Automatic controls, continuous visibility 
of work in progress, and complete keyboard control, 

reduce operations and chance of error—provide 

peak production on every accounting job. 


Get the facts today about Sensimatic’s astonishing 
record of low-cost, high-speed operation! Call 

the Burroughs office nearest you. It’s listed in the 

vellow pages of your telephone book. Burroughs Adding 
Machine Company, Detroit 32, Michigan, 


Sensimatic 300 with 11 totals 
Sensimatic 200 with 5 totals 
Sensimatic 100 with 2 totals 


CHANGE JOBS INSTANTLY .. . at a turn of the job 
selector knob. Any four different accounting oper- 
ations controlled by one sensing panel. Any number 
of panels can be used, so there's no limit to the 
number of jobs a Sensimatic will do. 


WHEREVER THERE'S BUSINESS THERE'S 
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ference leadership. Two-way discussion 
is More inherent in the meetings devoted 
to labor management, negotiations and 
development than in the more widely 
used sessions on safety and training. 

Unlike most other communications 
media, mectings of this nature enable di- 
rect exchange of ideas. For this reason, 
a number of concerns have found it nec- 
essary to select their conference leaders 
on the basis of knowledge or authority 
for company human relations practices. 
A few endeavor to hold these sessions 
rigidly to prearranged agenda, permit. 
ting them to assure that a suitable repre- 
sentative of management is present to 
answer policy questions. Almost invaria- 
bly these conferences are found to exert 
strong influence toward the formalizing 
of equitable personnel practices. 

The satisfactory results of this charac 
teristic exchange of ideas are Causing con- 
ferences to rapidly replace lectures in com. 
pany training programs. 

There have been many and varied ap- 
proaches in the field of communications. 
General Motors Corporation——originator 
of the “gripe box” plan for segregating 
suggestions and determining the root of 
unrest-—utilized a new approach when they 
conducted their “My Job Contest” in 1950. 
In this they stimulated the thinking of em- 
ployes along the lines of the fundamental 
relationship between company and worker 

the job. They uncovered weaknesses 1n 
understanding, and otherwise obtained 
much valuable information for improving 
the facts and foundations of the entire re 
lationship. 


MEASURING EMPLOYE MORALE 

Partly because of the recognized impact 
of employe attitudes on a company’s ability 
to produce, morale has come to be regarded 
as basic in the formation of human rela- 
tions principles. To determine whether or 
not it is iMproving, static, or becoming 
poorer is of primary interest to every com- 
pany. For in the answer is found the only 
concrete evidence of the effectiveness of 
personnel relations methods. 

There is indisputable indication that 
more company Managements are aware of 
this and are concerning themselves with 
the morale of their employes. The use of 
employe opinion polls has increased tre- 
mendously in recent years. In the light of 
management realization that such surveys 
must be followed by remedial action, this 
trend is most significant. 

There has been a slower but pronounced 
increase in the use of other morale-measur- 
ing instruments. For cxample, more firms 
are conducting exit interviews, perform- 
ance reviews, labor-management meetings. 
Although these have been adopted in an- 
swer to special problems—such as turn- 
over—they nevertheless constitute an addi- 
tion to the efforts being made to explore 
and understand employe morale. 

Oddly enough, management of compa- 
nies in which polls of opinion are used for 
the first time usually find that they have 
been pessimistic in their anticipation of re- 
sults. Most often they find that morale con- 
ditions are better than expected, possibly 
because to date the use of these polls ts 
limited to concerns which are consistently 
more objective and flexible. Even more 


“| wish you wouldn’t lay it on so thick to your office 
when you oversleep, Ed. This and a check for one 
hundred dollars just arrived from ‘the office gang!” 
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significant, however, they are surprised at 
the extent to which employes know and 
recognize obscure company problems, re- 
gard them from constructive viewpoints, 
and suggest suitable solutions. 

Frequently employe opinion polls are 
used by themselves. No effort is made to 
sustain or augment the information a com- 
pany has obtained on morale. As one in- 
dustrial relations director said, "We spend 
the time between surveys in preparing and 
installing the new provisions we have 
developed as a result of suggestions made 
in the poll.” 

This means that for considerable pe- 
riods these concerns are unable to be ac- 
curate in their determination of the status 
of morale and how it is affected by the 
new policies and procedures which are be- 
ing installed. They also infer that new sit- 
uations detrimental to morale can wait for 
scheduled review. 

Yet, on the other hand, there is wider 
recognition of the fact that morale consid- 
erations have an important and immediate 
reaction on production and profits. It is 
also regarded as axiomatic that the pro- 
longed effect of conditions adversely af- 
fecting morale magnifies them far beyond 
their immediate and actual importance. 

With this in mind, more companies are 
adopting what they term “integrated pro- 
grams of morale measurement.” Such pro- 
grams include not only opinion polls, but 
a number of other attitude indicators 
none of which is highly complex or is 
limited in usefulness to morale considera- 
tions. They consist, for the most part, of 
studies and analyses of existing records. 
Occasionally these records may be changed 
in some minor way to make them more spe- 
cifically suited to morale studies. Revealing 
data are found in continuing analysis of : 

1. Absentecism 

2. Employe appraisal and performance 
reviews 

3. Grievances 

4. Gripes 

5. Job studies 

6. Induction interviews 

7, Output 

8. Personal counseling 

9, Production 

10. Productivity 

11. Spoilage and waste 

12. Suggestions 

13. Tardiness 

14. Turnover and exit interviews 


By this it is not meant that an individual 
company will utilize all 14 types of analy- 
sis. Usually a combination is employed. 
For example, one concern, in which opin- 
ion polls are conducted every four years, 
maintains continuing research into absen- 
teeism, appraisals, grievances, productiv- 
ity, spoilage and waste, suggestions and 
turnover. Together these present a well- 
rounded morale barometer to which is 
added such other information as is re- 
ceived through meetings, negotiations and 
requests. (Continued on page 46) 
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| inet YEAR 1952 has given us another 
bumper crop of significant federal tax 
decisions but tew and relatively unimpor- 
tant tax laws. Taxpayers have long learned 
that these court decisions may be more de- 
terminative in deciding tax deficiencies and 
refunds than the laws themselves, because 
the courts frequently rewrite the laws for 
both the Treasury and the citizens in the 
process of explaining them. The follow- 
ing is a selective summary of such tax ad- 
judications. 


TRAVELING EXPENSES 


Nonreimbursed traveling expenses away 
from home and outside of one's county 
are deductible.! The deduction for meals, 
however, is not allowed because it is a 
personal expense,” though it is contrary to 
Section 22 (n)(2) LR.C. In addition one 
may take the optional standard deduction. 
The Treasury insists that such expenses are 
nonrecognizable unless the travel extends 
overnight. On the other hand, the Tax 
‘Court allows such deductions even if they 
take less than one day. 

Independent contractors deduct business 
expenses without loss of the optional stand- 
ard deduction. However, should such a 
person be treated by the Treasury as an 
employe and he took the optional stand- 
ard deduction, he can deduct only travel 
and reimbursed expenses.* 

Traveling, food and lodging expense: 
while away from one’s principal place of 
business are deductible.4 The Tax Court 
holds that the locality of the taxpayer's 
home is his place of business irrespective 
of the volume of business done elsewhere.” 
The Treasury disputes this conclusion and 
holds that the relative volume of business 
determines the principal place of business 
which fact in turn determines the location 
of one's home. 

Purchase and laundering costs of work- 
ing clothes are not deductible if they were 
purchased at employes’ own discretion for 
their convenience to save wear and tear on 
better clothing.” 


REPAYMENTS 

A rescission of a dividend accompanied 
by its return to the corporation does not 
excuse the stockholder from taxability 


Tax Court Decisions 
That Can Mean Dollars to Your Firm 


thereon because the declaration of a divi- 
dend in the first instance creates a debtor- 
creditor relationship.* This rule is con- 
trary to the general one in the matter of 
salary and rent* adjustments in the same 
year. 

Repayment of excessive compensation 
constitutes a deduction in the year when it 
is returned because the employe had a 
claim of right to all of his salary in the 
catlier year.” The Second Circuit decision 
is in conflict with that of the Sixth Cir 
cuit Court as to this issue. The latter holds 
that the othcer stockholder may reduce 
his earlier salary by the excessive amount 
because he was no more than a trustee of 
the excess.!" 

Advances, though not formally credited, 
but the minutes recite them and the cor- 
poration is solvent, are proper deductions 
and are constructively received by stock- 
holder employes.!' Such practice would 
preclude the denial of the deduction under 
Section 24 (c) LR.C. on the theory that 
payment was not made within 214 months 
after the close of the corporation's fiscal 


- period. Peculiarly, if actual payment was 


made the next year, it would not be re- 
portable then.!* 


CORPORATE SURPLUS 


Contributions to an employe benefit 
trust are deductible as charitable contribu 
tions, !4 

Accumulations to buy ont a 
stockholder are a good defense against the 


minority 


J. H. LANDMAN, a New York tax attorney and author and 
lecturer on tax subjects, is a member of the Income Tax 
Committee of the American Bar Association and a pro- 
fessor of tax law in the Graduate Division of the New York 
Law School. He is the proponent of the current proposal 
to offer taxpayers an incentive tax-rate cut if their earn- 
ings exceed their moving average earnings of the last 
four years. This is the fourth in a series of annual reviews 
of the past year’s tax developments and court decisions 
to be written by Mr. Landman for THE CONTROLLER. 


THE COMPROMIER. ............, 


A concise review of 
1952 Tax Highlights 


charge of unreasonable surplus under Sec- 
tion 102 IL.R.C."4 

Employer discretionary contributions to 
profit-sharing trusts are deductible when 
they are irrevocable and for the exclusive 
benefit of employes even if they are not 
vested, and even if they do not qualify un- 
der Section 165 (a) LR.C." 


CORPORATE TRADING IN STOCK 


Corporation's purchase and sale of us 
own stock not for investment nor for re- 
sale but to qualify a director and to raise 
expansion capital ts tax free." 

The unres.victed sale of us shares to a 
new employe 1s a capital Corporate transac 
tion. Unless a capital loss is sought, a cor 
poration should issue new shares when 
needed for a sale to employes." 


PROMISSORY NOTES 


A sale of a promissory note without 
course results in a capital gain or loss.'* 

Worthless promissory notes yield full 
losses. Their subsequent sales for profit 
yield ordinary and not capital gains.' 

A promissory note on vecerpt for past 
due imterest by a cash basis taxpayer does 
not constitute taxable income.*” 


CORPORATE REORGANIZATIONS 


A split-off of part of a corporation's as 
sets to another corporation for stock which 
is distributed to the transferor’s stockhold 
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ers in exchange for stock of the transferor 
in order to eliminate an extraneous asset 1s 
not taxable as a dividend.*! 

Survivor taxpayer in a merger may Carry- 
over its own unused excess profits credu.** 

is api of corporate debt after liquida- 
tion by stockholders results in a capital and 
not an ordinary loss.** 

Redemption of preferred stock by hold. 
crs who own no common stock yields capi 
tal gain as a partial corporate liquidation.*4 

New bonds for old of a corporation ts a 
tax-free recapitalization.*° 

The exchange of preferred for 
newly issued debentures of the same cor- 
poration is nontaxable when the distribu- 
tion is not equivalent to a dividend, when 
it is not pro rata among the holders of the 
two classes of common stock, when the 
debentures are not readily marketable, and 
when the business purpose is to eliminate 
the accumulated defi it of unpaid divi- 
dends on the preferred stock.?° 

Preferred stock on common is taxable 
when it is distributed as part of a plan for 
immediate sale.27 

Stock with contractual restrictions may 
have no fair market value at the time of 
acquisition?* or when they are lifted. The 
lifting of the restrictions is not a taxable 
event.* 

Stock redemption does not yield a divi- 


dend when the need for cash is diminished 
because of a cancellation of a franchise.*” 

Redemption of the balance of a taxpay- 
ers stock after a sale of a part of it is the 
equivalent of a dividend.*! 

Stock dividends on shares of two classes 
paid to holders of those classes are non- 
taxable. 


BACK-PAY 

Additional salary patd after expiration 
of salary stabilization is not back-pay and 
may not be spread over earlier years when 
carned.** However, if the back-pay had 
been authorized in earlier years, the per- 
tinent Section 107 (d)(2) LR.C. would 
apply.** 

Back-pay compensation dActerted vol- 
untarily rather than involuntarily is not 
within the scope of Section 107 (d) LR.C. 
and therefore cannot be rolled back for 
federal tax purposes.** 

Wage or salary disputes settled without 
court proceedings result in ee 
bunched income in the year paid.*6 Other- 
wise, this bunched up income could be at- 
tributed to prior years at lower conse- 
quential tax rates. 


STOCKHOLDER LOANS 
Unrecovered stockholder loans are fully 
deductible business bad debts if the stock- 


WHAT ARE YOUR BEST YEARS? 

Wide-scale studies of the carning power of various age 
groups, conducted at Ohio University, have shown that un- 
der current conditions a man’s earned income is likely to be 
the greatest at about 55 or 56. And a further survey made at 
the same university has shown that the age of most of the 
nation’s top-flight executives ranges between 55 and 6o. 

At what age do you have the greatest mental ability? 

Tests show that our ability to learn—to absorb new knowl- 
edge—begins to diminish gradually as we leave our 20's be- 
hind us. But our ability to ¢hink and reason keeps on increas- 
ing with age—provided these faculties are given sufficient 


exercise. 


Studies conducted at several universities show that the 
average person's mental abilities decrease with age. But evi- 
dence indicates that this is largely due to the fact that most 
people let their brains “get rusty” after they get out of 


school. 


At the University of Minnesota investigators made a study 
of 5,500 extension-course students, whose ages ranged from 
20 to 70, all of whom were engaged in occupations which 
made continuous demands on their intelligence. Tests re- 
vealed that in the vast majority of cases, mental ability defi- 
nitely increased with age. The average man of 40 had ap- 
preciably more on the ball than the person of 30; the person 
in his 50's scored higher than the one of 45, and so on. 

JOHN E, Gipson in What Are Your Best Years ?” 
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holders are in the business of organizing 
and of participating in many — 
tions.*? They also qualify as fully deducti- 
ble bad debts if the lenders are in the busi- 
ness of exploiting patents.** 

Stockholder’s advances may be loans, de- 
spite the absence of a fixed date for pay- 
ment of a fixed interest rate, and of written 
evidence of indebtedness.® 


MISCELLANEOUS 

Cancellation of sales franchises yields a 
capital gain,’ but a cancellation of a per- 
sonal service contract*! or an exclusive 
agency contract covering a sale of products 
yiclds ordinary gain or loss.42 

Kickbacks by optical manufacturers to 
aka are proper business deductions 

scause such practice is not contrary to 
public policy. Though this is a declara- 
tion of the United States Supreme Court,** 
it is not broad enough to embrace lobby- 
ing expenditures, and other illicit  kick- 
back practices no matter how common.*4 

Extortioners earn taxable income from 
their nefarious business,4® whereas em- 
bezzlers do not*® because the victim in the 
former unlike in the latter situation will 
not seek restitution. 

The loss of goodwill by a going concern 
is deductible if the goodwill was originally 
purchased.47 

Advance rent but not a deposit is fully 
taxable whether the landlord is on the cash 
or on the accrual basis. A security deposit 
is not taxable income. The balance of the 
deposit to be applied as rent during the 
final period of the lease converts the de- 
posit into advance rental.4* 

Interest on tax claims against a bankrupt 
runs only to the filing date of the petition 
in bankruptcy and not to the date of pay-. 
ment.4” 

A net operating loss carry-back does not 
arise from the sale of machinery and equip- 
ment when the selling corporation is in 
liquidation.*” 

Payment to withdrawing partner to 
avoid damage to <n is a capital 
investment.®! This decision appears errone- 
ous because the purpose of the transaction 
was to prevent damages.** 

A trust for grantor’s wife is not includi- 
ble in his gross estate where the use of the 
principal and income for her support is 
not mandatory.*8 

Rent under sale and lease-back is disal- 
lowed where a corporate taxpayer pur- 
chased certain equipment and thereupon 
sold it at cost to a partnership composed of 
its stockholders. The rental deduction was 
denied because the taxpayer never gave up 
control of the property." 

Gains on accounts receivable purchased 
at less than face value are reportable in the 
year of collection.** 

Collapsible motion picture production 
corporations yield capital gain and not or- 
dinary fully taxable income where it is e¢s- 
tablished that the corporation was origi- 
nally organized for permanent and pro- 
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longed operations. This would seem to be 
the law tor the years subsequent to 1949 
despite the outlaw of collapsible corpora- 
tions under Section 117 (m) I.R.C.58 

Employe deferred compensation held in 
trust for future payment is taxable cur- 
rently when the taxpayer derives a current 
economic benefit, when this benefit is as- 
signable, when the taxpayer's rights are 
fixed, and when the rights have a current 
fair market 

Sales manager's expenses of entertain- 
ing his subordinates are deductible. In the 
case at bar since the sales manager could 
not substantiate all of these expenditures, 
half of them were allowed the the Co- 
han rule (39F (2d) 540) .5% 

A casualty loss is deductible when the 
damage is ascertained and not necessarily 
when the casualty occurred.” 

Legal expenses of gift tax contest are not 
deductible because they are nontrade and 
nonbusiness expenses, and they are not in- 
curred for the management, conservation, 
or maintenance of property held for the 
production of income.*? 

Sale with a lease-back is a tax-free ex- 
change where the lease is for 30 years or 
more.“! 

Year-end checks paid on the last day of 
the year constitute taxable income in that 
year even if they could not be cashed in 
that year.®? If they were issued with the 
condition that they were not to be pre- 
sented for payment until next year, they 
constitute income in the subsequent year."* 
If the checks were mailed in the earlier 
year and received in the latter year they are 
income in the latter year.“* Deductions for 
cash payments are taken when checks are 
delivered irrespective of the year of cash- 
ing by recipient.6* Dividend check mailed 
on the last day of a year is taxable to the 
stockholder in that and not the later year 
when he was physically present to receive 
it in the earlier year.°® 

Tax refunds may be reduced by barred 
tax deficiencies. 

Stock transfers in partnerships are lim- 
ited to the same percentage of the tax as 
the interest transferred is to the total part- 
nership value on or after August 8, 1947.°* 
A District Court holds no tax at all was 
due prior to this date," although the Bu- 
reau's position was that a full tax was 
due.” 

Individual charitable contributions as 
deductions have been increased from 15% 
to 20% of one’s adjusted gross income.*! 

Depreciation deductions though other- 
wise proper for the year may not be in ex- 
cess of the tax benefits for any year start- 
ing 1932.7 

Punitive damages are not but business 
injury damages are taxable as ordinary in- 
come.** The former adds to the taxpayer's 
assets, while the latter is a substitution for 
earnings. 

Capricious in contrast to bona fide liti- 
gated liability may not be deferred by ac- 
crual basis taxpayers to the date of final 
determination.” 


THE EXECUTIVE TOUCH 
Effective executive performance may be considered from 
two sides. First, there's the impersonal, the functional side 
what the efficient executive does and how he does it. Second, 
there's the personal side—the individual attributes and 
characteristics usually found in executives who make their 


mark. 


If there is any one thing more than another that distin- 
guishes good executive action, it is capacity to delegate. A 
man who cannot delegate will never scale executive heights. 
If he himself has to make every decision and have a hand 
in every project, his capacity will be limited. 

If a man cannot organize and plan for action, he cannot 
delegate—for he has nothing to delegate. And if he doesn't 
follow up, he has merely abdicated a part of his responsi- 
bilities, which ts far from what is meant by delegation. 

Men and Management, No. 18, published by 
Edward N. Hay and Associates, Inc., Philadel phia 


Franchise tax contingent on federal tax 
litigation is not accruable until the year in 
which the litigation is concluded.” 

Liquidating dividends of a_ personal 
holding company constitute dividends paid 
credit equal to the carnings of the taxable 
year despite an accumulated deficit.7° 

A family gift with a license-back and a 
lease-back constitutes grounds for the de- 
nial of royalties and rentals as deductions 
on the theory that the Clifford rule is as ap- 
plicable to deductions under Section 23 
(a) LR.C. as to income questions under 
Section 22 (a) I.R.C.77 This rule smacks 
of devastating tax results. 

If payments are not made within 2Y, 
months after the close of an employer's 
taxable year to a cash related taxpayer, 
these deductions are lost forever for an 
accrual taxpayer.” 

Capital assets do not permanently re- 
tain their character. Subsequent profits 
therefrom may be capital or ordinary in- 
come depending upon the nature of the 
subsequent transactions.* 

Dividends in an installment purchase of 
securities applicable to the selling price 
may be taxable to the seller or the buyer. 
The Seventh Circuit Court holds that they 
are taxable to the buyer.“” The Tax Court 
in Hobson and Langdon concurs.™! 

Deferred payment contract for the sale 
of real property may be arranged so that 
capital gain applies only after one’s in- 
vestment is recovered, when the deed ts 
not deliverable until all the payments have 
been completed. The Tax Court holds that 
the purchaser's unsecured promise to pay 
in such a deferred payment contract is not 
equivalent to a mortgage, 1s not negotiable, 
and has no present value. This type of real 


estate transaction must not be confused 
with an installment sale.*? 

Legal fees paid for contesting alimony 
liability are deductible because the services 
rendered involve primarily the husband's 
economic and not his personal affairs.** 

Wagering tax applies to merchandise 
clubs on the theory of the lottery.* 

Proceeds realized by a lessee on release 
of lessor’s covenant not to rent to same type 
of business yields capital gains.*® 

Prizes to a winner of a contest are dis- 
charges of legal obligations whether the 
contests are commercially or philanthropi- 
cally sponsored, and are therefore taxable. 
They may be prorated over the last 36 
months of the period in which the winners 
produced the prizes.“® But tax-free gifts 
for admiration, or for past achievements 
are still possible.*7 

Noncompetitive covenants a quired with 
retail businesses are not amortizable be 
cause they are part of goodwill.** 

Exempt corporations became fully tax 
able business corporations if their organiz- 
ers enjoy a percentage of the profits no 
matter how otherwise charitable or scien 
tific the enterprises may be.** 

Renunciation of benefits under a will 
yield no gift tax," provided these benefits 
would not have accrued in intestacy.”! 

Deceased partner's last return may 
clude more than 12 months’ income if his 
taxable year differs from that of his part 
nership. The Second Circuit Court de 
cided so®” in contradistinction to the hold 
ings of the Third, Fifth and Eighth Cir 
cuits®* which permitted the partnership to 
survive for tax purposes to obviate the 

(Continued on page 38) 
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N RECENT YEARS “‘full disclosure’ is an 
| expression often found in accounting 
and business literature. In general, it has 
been uscd to suggest a standard or perhaps 
an ideal of financial reporting to share- 
holders. Statements which disclosed fully 
the financial position and results of opera 
tions of a company to its sharcholders 
were satisfactory; financial statements, 
which for any reason fell short of full dis- 
closure, were subject to criticism. From 
such deficient statements shareholders 
could not adequately inform themselves 
of their company’s activities and condi: 
tion; hence they could not make informed 
decisions on whether to buy, hold, or sell. 

Important as an informed shareholder 
group may be, an informed management 
is more important. Shareholders of neces- 
sity must put some trust in Management. 
One of the points on which they must 
trust management is to make decisions 
only on the basis of adequate information. 
A management that acts without mature 
consideration of all the facts ts failing to 
fulfill one of its important obligations. 


THE SOURCE OF INFORMATION 


Inasmuch as the accounting department 
is the means whereby management re- 
ceives much of the information on which 
it acts, the accounting department like- 
wise has a responsibility to the company’s 
shareholders on this count. The tdea of 
full disclosure as a responsibility of ac- 


R. K. MAUTZ, after graduating from the University of 
North Dakota in 1937, became a member of the staff of 
the University of Illinois where he later received a Ph.D. 
in accountancy. Becoming a CPA in 1940, he served with 
several nationally known public accounting firms in Chi- 
cago until he rejoined the University of Illinois as associ- 
ate professor of Accountancy in 1948. He is co-author 
with Professor C. A. Moyer of “Functional Accounting, In- 
termediaie’” (John Wiley & Sons) and author of the special 
bulletir. mentioned in the footnote on the facing page. 


“Full Disclosure” of 
Financial Transactions 


counting should therefore be expanded to 
include full disclosure to management as 
well as full disclosure by management to 
shareholders. 

An accounting department that fails to 
obtain all the information economically 
useful to management is to some extent 
failing to fulfill its purposes. The account- 
ing department that fails to supply to 
management useful information already 
collected and available in its own records 
1S failing to an even greater degree. 

We have long considered full disclo- 
sure to include a balance sheet, a statement 
of operations, and a reconciliation of the 
operating results for the period with the 
beginning and ending surplus. These basic 
statements are presented in more or less 
detail as scems helpful in the circum- 
stances. In some cases extensive supple- 
mentary schedules are prepared in ex- 
planation or support of specific items in 
the balance sheet. In recent years, and in- 
cidentally in recognition of the inade- 
quacy of our ‘full disclosure,” it has be- 
come common practice to add a statement 
of funds or of resources provided and ap- 
plied. Yet even with the addition of this 
last statement, it can be demonstrated that 
we are not supplying all the information 
we could. At least one area of significant 
and reportable data is overlooked. 

The income statement is often referred 
to as the “operating statement”; it 1s con- 
sidered to constitute the report on opera- 
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tions whereas the balance sheet reports on 
financial condition. Textbooks describe 
the income statement as connecting suc- 
cessive balance sheets. A little serious re- 
flection should discover the fallacies in 
these expressions. The income statement 
does report on operations, but only on 
some operations; it does connect succes- 
sive balance sheets, but only in a very lim- 
ited sense. The income statement 1s not 
a report of all operations and it certainly 
docs not supply a complete explanation 
of all the changes from one balance sheet 
to the next. 


CATEGORIES OF OPERATIONS 

The operations or activities of an en- 
terprise may be divided roughly into two 
categories: those directed at making a 
profit and those directed at providing the 
enterprise with the resources it needs for 
its profit-directed activities. This second 
category we can describe as “financing” 
transactions. Included in it are all transac- 
tions whereby the enterprise obtains funds 
from long- or short-term creditors or from 
shareholders and also those transactions 
whereby amounts are repaid to such inter- 
ests. 

Financing transactions are generally far 
fewer in number than are profit-directed 
transactions. As individual transactions, 
however, they are likely to be of consid- 
erable importance. During periods of fi- 
nancial dithculty they may be of vital im- 
portance, and it is unlikely that they are 
ever sO unimportant as to be justifiably 
ignored, 

Whatever their importance, financial 
transactions are not now included within 
the material considered necessary for full 
disclosure. Neither the balance sheet, the 
income statement, nor the funds statement 
reports adequately the efforts made within 
the fiscal period to finance a company. Al- 
though complete information about finan- 
cial transactions is available in the general 
ledger accounts, that information is not 
extracted, organized, and summarized for 
presentation to Management under com- 
mon reporting practice. 
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For the year ended December 31, 1951 


Illinois Manufacturing Company 
Statement of Financing 


Financing Provided 


Ratic of 
Cost to 


Cost of 


Financing Average 
Jan. 1, 1951 Dec. 31, 1951 Average Provided Financing 
Primary financing 
interests 
Banks $ 100,000 $ 450,000 $ 173,333 $10,400 6.00% 
Bondholders -0- 480,750 360,312 21,375 5.93 
Preference shareholders 500,000 166,667 17,500 10.50 
Common shareholders 1,613,700 1,529,900 ovr 4.14 
Total 2,068,000 $2,230,212 4.36 
Incidental financing 
interests 
$ 320,000 $ 768,600 $ 530,877 = 
ccrued expenses 42,0 47,00) 44,800 
Total $ $ 15, $_ 575,677 ~U- 
Total financing $2,430,000 $3,360,050 $2,805,889 $97,275 3.47 
Nonfinancing interests 
Federal income taxes 7,0 
Total interests $ ,811,00 $ 2, 


TWO TYPES OF INFORMATION 

Financial transaction data contain in- 
formation of two related yet distinct types. 
First there is information as to the inter- 
ests from which funds are obtained and to 
whom repaid, the sources of financing, 
their relative importance and cost. In a 
general way the right-hand side of a bal- 
ance sheet indicates sources from which 
funds have been obtained either as “per- 
manent” investments or as temporary bor- 
rowings. If the transactions with these fi- 
nancing interests can be summarized for 
presentation year after year, a continuing 
story of the company’s financial policy be- 
comes available. Figure 1 illustrates a 
statement form to report this type of in- 
formation. It should be observed that the 
columns described as financing provided 
at the beginning and end of the year un- 
der consideration are essentially summa- 
rics of the right-hand side of the balance 
sheet on those dates. Thus this report ties 
in with the financial statements regularly 
prepared. 

From a series of such reports, one can 
note any shifts in method of financing, 
any tendency to favor one source of funds 
over others, the relative importance of 
various methods of financing, and the 
cost of cach method employed. Surely this 
is information which management should 
have presented to it if it is to act intelli- 
gently on decisions involving increased or 
reduced financing or even the continuance 
of present financing practices. 

The second type of information con- 
tained within financial transaction data is 
that having to do with the general growth 

* This and other illustrations in this article 
were taken from ‘An Accounting Technique for 
Reporting Financial Transactions, Bureau of 
Economic and Business Research Spectal Bulle. 
tin #7, University of Ulinois, Urbana, 1951. 


FIGURE 1—Statement of Financing* 


or decline in the size of the enterprise. En 
terprise growth, along with an adequate 
rate of return and maintenance of a satis- 
factory financial position, is one of the 
three basic components of successful op 
erations. This ts not to say that failure to 
grow indicates poor management. Long- 
range policy may call for temporarily sac- 
rificing of any one or two of these features 


in order to improve the others. There must 
be, however, an awareness that each is of 
importance, and whether an increase or a 
reduction in the size of the concern or 
mere maintenance of the present Situation 
is the established policy, some method of 
determining what the growth has actually 
been is desirable. 
(Continued on page 30) 


Illinois Manufacturing Company 


Statement of Enterprise Growth 
For the year ended December 31, 1951 


Increases in enterprise properties 
resulted from 
Advances by 
Trade creditors 
Employees 
Banks 
Bondholders 


Income from operations 
Net income accruing to 
common shareholders 
Claimed by taxing authorities 


Federal income tax $147,000 
55 ROC 
Other taxes 800 


Claimed by creditors as interest 
On bank loans 
On bonds 
Total increases 


$ 10,400 
21,375 


Decreases in enterprise properties 
resulted from 
Discharge of obligations to 
Trade creditors 
Employees 
Banks 
Preference shareholders 
Payments for use of assets 
advanced 
As interest 
On bank loans 
On bonds 
As dividends 
On preferred stock 
On common stock 
Payments to taxing authorities 
Federal income tax 
Other tax 


$ 6,900 
13,750 


$17,500 
48,000 


Total decreases 
Net enterprise growth 


$ 4,008,500 
1,609, 700 
$80,000 


$6,678,200 


$ 221,200 
192,800 


31,775 
$7,123,975 


$4,568,775 
1,605,706 
240,000 


510,006 $5,914,475 


$ 20,650 


65,500 46,150 

$ 381,000 
56,300 447,400 

6,437,925 


FIGURE 2—Statement of Enterprise Growth 
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And So To 1953 

What was your breakfast menu on New Year's Day? The 
famed diarist, Samuel Pepys (who immortalized the phrase 
“and so to bed” had this menu for breakfast on January 1, 
1661 (yes, 1661): 


. had for them a barrel of oysters, a dish of neat’ 
tongues, and a dish of anchovies, wine of all sorts, and North- 
down ale. We were very merry till about eleven o'clock.” 
At noon, Mr. Pepys dined with his “cozen” Thomas " 
his dinner a sorry, poor dinner for 4 man of his estate, there 
being nothing but ordinary meat in it.” For supper: “a calf’s 
head carboned, but it was so raw we could not eat it—and a 
good hen.” 


Should any of our readers wish to prolong wassail and 
merriment. THE CONTROLLER'S researches into New Year 
dates and customs reveal that our Pilgrim forefathers cele- 
brated March 25 as New Year's Day. They, of course, used 
the Julian calendar. 

The Chinese New Year, on the third or fourth of Febru- 
ary, welcomes the approach of Spring and is celebrated with 
sacrifices to the Divine Husbandman. 

The Celts seem to have dated the year's end October 31. 
On the Isle of Man, mummers sang a song begining “To- 
night is New Year's Night, Hogunaa!”’ In Scotland, the last 
day of the year is known as Hogmanay. 
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“Now then, if you'll read back what I’ve deleted so far . . . 
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Despite countless variations, there is one custom that is 
almost universal in celebrating the eve of a New Year: Noise. 

Today we continue the custom of noise-making at New 
Year's—but few of us share with Mr. Pepys some of the 
doubts which assailed him one year’s end: 


"L have never been in so good plight as to my health . . . 
but | am at great loss to know whether it be my hare's foote, 
or taking every morning of a pill of turpentine, or of m) 
having left off the wearing of a gowne.” 


Easing the Prexy’s Job 

Quoting from a recent editorial in the New York Journal 
of Commerce, on the problem of easing the task of corporate 
presidents, Management Review pointed out that the task 
of the president of a corporation has become too big an as- 
signment for one man. Consequently, many companies are 
studying means of lightening the burden of the top man in 
the organization. 

One proposal, it notes, made recently at a meeting of the 
Controllers Institute, was that every corporation of any size 
install an executive at top-management level with no duties 
save that of coordinating activities within the company. This 
executive's primary interest would be the critical examina- 
tion of programs for future action developed by various de- 
partments to make sure that all departments that have an in- 
terest in such plans have been represented. He would act as 
arbiter in settling conflicting interests and would also meas- 
ure actual performance under a plan against forecasted re- 
sults. 


More Time for Tax Returns? 

Taxpayers would have an extra month to fill out their tax 
returns if recommendations of the committee on federal tax- 
ation of the American Institute of Accountants, national pro- 
fessional society of CPAs, were adopted. In addition, they 
would have an extra month to file declarations of estimated 
tax. 

The committee proposes that the due date for income tax 
returns should be changed from March 15 to April 15, and 
also that taxpayers should receive a further automatic exten- 
sion up to two months if they file a statement showing reason- 
able cause for the extension. 

Thomas J. Green of New York, chairman of the Institute's 
tax committee, points out that more time is needed for filing 
returns because of the complexity of today’s taxes, and be- 
cause many taxpayers, especially those who operate a bust- 
ness, are unable to determine their exact income immediately 
after the end of their taxable year. Moreover, Mr. Green said, 
the agents of the Bureau of Internal Revenue and independ- 
ent tax experts who help taxpayers to prepare their returns 
are so swamped with work between January 1 and March 15 
that taxpayers are frequently unable to obtain proper assist- 
ance in making out their returns. 

For similar reasons, the American Institute's tax commit- 
tee recommends that the date for filing the final amended 
declaration of estimated tax for the preceding year should be 
changed from January 15 to February 15. 

—PAUL HAASE 
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= thousands of concerns = now using Recordak microfilming 
... to photograph documents instantancously— for a fraction of a cent apnece; to 
simplify accounting; to save up to 99% in filing space; to increase protection. 


for 


are using Recordak microfilming to 
simplify their operations from start to 
finish . . . and save up to 2 cents per 


book handled. 


Books are “charged out” three times 
faster than was possible with the old rou- 
tine. Now, the borrower’s card, the book 
card, and a pre-dated and pre-numbered 
transaction card are placed in a Recordak 
Junior Microfilmer. A button is pressed 
and the library gets a photographically 
accurate and complete record . . . and the 
borrower departs with the three cards in 
the book pocket. 


When books are returned, they are 
ready for re-circulation immediately be- 


cause the book-card is in the pocket not 


in the files as before. Overdue books can 
be checked faster, too, simply by viewing 
the microfilm in a Recordak Film Reader. 


Regardless of its type or size, you should Write for details on the process... and the 
investigate Recordak microfilming soon. For complete line of Recordak Microfilmers now 
the chances are this truly remarkable process offered on a surprisingly low-cost purchase or 
is already simplifying routines which are rental basis. Recordak Corporation (Subsid- 


wary of Lastman kodak Company), 444 Madi- 
son Avenue, New York 22, N. Y. 


“Recordak” is a trade-mark 


similar to yours... doing a more efficient job 
ata fraction of your present costs. 


 SRECORDRK 


(Subsidiory of Eastmon Kodak Company) 
originator of modern microfilming—and its application to accounting routines 
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NOW, MORE THAN EVER, 


Expenditures for Cost Analysis 


and Cost Control Should Be Maintained 


Walter R. Seibert 


N DISCUSSING whether expenditures for 
| cost analysis and cost control should be 
maintained in times of declining profits, 
this question arises: Are expenditures for 
cost analysis and cost control luxuries, to 
be indulged in only in good times, or do 
they really serve some useful purpose? \f 
they serve some useful purpose, does it not 
logically follow that they are more than 
ever necessary during periods of declining 
profits ? 

Using this thesis as a starting point, 
the premise arises that all expenses, in- 
cluding nonproductive expenses, must al- 
ways be justified, This, of course, in- 
cludes the expense of maintaining a cost 
analysis and cost control function. 

Experience shows that one of the best 
methods of justifying nonproductive ex- 
penses is through a proper cost analysis. In 
examining the need for maintaining cost 
analysis and cost control, the amount of 
expenditure required to properly perform 
this function should be a subject of inves- 
tigation both in good times and in times of 
declining profits. It is our opinion that this 
Operation is Much more necessary in times 
of declining profits than in good times. 

In justifying the cost of maintaining 
this operation, we should ascertain that we 
are obtaining optimum results from pres- 
ent expenditures and, if such costs have 
not gone beyond the point of diminishing 
returns, there would appear no justifica- 
tion for reducing the expenditures in times 


WALTER R. SEIBERT, controller of Sylvania Electric Prod- 
ucts, Inc., New York, joined the company in 1942 as super- 
visor of plant accounting at their plant in Ipswich, Massa- 
chusetts. Less than a year later he became manager of the 
company’s newly established internal auditing department, 
a post he held until 1948 when he became assistant control- 
ler of Sylvania. He was elected controller in November 1950. 
Mr. Seibert, who is a member of Controllers Institute of 
America, presented this paper before the Cost Accounting 
and Analysis Committee of the New York City Control. 


of declining profits. On the other hand, if 
such expenditures have exceeded the point 
of diminishing returns, then such cost 
should be reduced regardless of the profit 
picture, 

Many do not know the cost of maintain- 
ing the cost analysis and cost control func- 
tion, as in Many companies it is not the 
practice to separate these costs from other 
cost accounting functions. In these cases, 
the expense of a cost accounting organiza- 
tion may appear unreasonably high be- 
cause a substantial portion of such expense 
may be incurred for clerical work which 
could be considered related more to gen- 
eral accounting, payroll, etc. Certain op- 
erations included in the total expense of a 
cost accounting department may be opera- 
tions that are absolutely necessary to the 
operation of the business, such as voucher 
approval, accumulating payroll informa- 
tion, etc., which is not necessarily a cost 
control operation and may be a function 
that would have to be performed regard- 
less of the economics involved. 

The actual cost of cost analysis and con- 
trol is probably not nearly so high as it is 
thought to be when lumped together with 
other items. Another thought that may 
give rise to the question of reducing ex- 
penses in maintaining the cost analysis and 
control section is that many of the benefits 
of good cost analysis and cost control are 
vague and obscure from management view 
and the costs of such operations apparent. 
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BENEFITS DERIVED 

We should be careful not to take for 
granted or fail to recognize the many 
benefits derived from this operation and 
should make certain that the cost of func- 
tions not associated with this field are not 
included in calculating the expense of 
maintaining such a function. Thus, the 
functions of cost analysis and cost control 
should be clearly defined and results of the 
operations subject to dollars and cents 
measurement, as the discontinuation of 
these functions could result from inade- 
quate knowledge as to their actual cost and 
the results obtained, and might be unwise. 

It should also be borne in mind that the 
benefits obtained from cost analysis and 
cost control are long lasting, whereas the 
cost of obtaining these benefits can be con- 
sidered as a one-time cost. 

The ever-changing conditions of a com- 
plex manufacturing operation make it 
necessary to keep cost data current, inas- 
much as a proc a installed today to ob- 
tain an economic benefit might not obtain 
this benefit if conditions of operations are 
substantially changed. This does not mean 
the methods cannot be improved. New 
equipment is constantly being developed 
which will aid in reducing both direct and 
indirect labor costs and unless the program 
is Maintained, we could find ourselves fall- 
ing ‘behind the times.”” A simple illustra- 
tion of this is the constant improvement of 
office machines, the manufacturers of 
which have information available for the 
establishment of standards in clerical op- 
erations. If we were to stop work com- 
pletely on cost analysis, we would not 
have available information that would 
lead us to seek the benefits developed by 
these companies. 


A COMPREHENSIVE PROGRAM 

I will not attempt to list all the items to 
be included in a cost analysis and cost con- 
trol program, but they certainly should in- 
clude such things as periodic reports of 
labor compared with standards by depart- 
ments, detailed studies of material vari- 
ances, and continuous analyses of fixed 
and variable expenses compared to those 
established in a well-planned variable 
budget. 
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Materials Control 

With respect to materials, analyses 
would point out excessive uses and could 
be used to control material inventories. It 
would also point out high cost materials 
which might be the subject of investiga- 
tion for less expensive substitutes that 
will not impair the quality of the product. 
A sound budgetary control should be 
maintained for all expenses with fixed and 
variable costs separated. 
Labor 

With respect to labor, it should high- 
light fields where further work by indus- 
trial engineers would contribute to lower 
costs. 
Distribution 

The program should also include analy- 
sis and control of distribution costs in- 
cluding selling, advertising, sales promo- 
tion, and warchousing expenses. Such a 
program would be helpful in directing 
where sales effort should be expended. 
The department, in our opinion, should 
expand its operations to indicate the sav- 
ings to be effected through straight line 
production runs to eliminate excessive ma- 
chine changeover costs and the costs of 
peaks and valleys in production rates 
which are always accompanied by labor 
inethciencies and high shrinkage. 
Manufacturing 

Cost analysis is very helpful in combi- 
nation with industrial enginecring work 
and the cost control group should be re- 
sponsible to point out places in manufac- 
turing operations and offices where costs 
are high so that industrial engineers and 
methods engineers can direct their efforts 
to the most fertile field. 


PROFIT IMPROVEMENT 

Our company has a plan that we call 
“Profit Improvement Programs’ which 
consists of assigning to an individual or 
group a program that is suggested by 
someone in the organization. We find it 
very helpful to maintain costs analyses of 
all these programs. Some of the programs 
constitute a one-time change of a method 
of operation whereas other programs con- 
tinue indefinitely. An example of the latter 
would be a constant review of account- 
ing, statistical, production and other in- 
formative reports with a vicw toward con- 
solidation, elimination and simplification. 

We have found that these programs 
prove very profitable and that only by con- 
tinuing to install profit improvement sug- 
gestions can the company enable itself to 
remain competitive in view of the increas- 
ing labor costs. Without an adequate cost 
analysis program, it would have been im- 
possible to obtain the results which have 
been accomplished. 

Today's economy, in our opinion, calls 
for a greater need of cost analysis because 
of government regulations such as those 
necessitating short supplies of certain raw 
materials which require selective produc- 


tion. Good cost data are also necessary to 
obtain the maximum relief available un- 
der ceiling price regulations. 


COST AND SALES ANGLES 

During a period of declining prices, 
carefully organized cost data will tell us 
how far we can reduce prices before the 
point of no marginal return is reached. 
This is the point where there is no con- 
tribution to fixed costs. Reliable cost data 
will tell us which items we should make 
and sell simply because we have the avail- 
able capacity which would otherwise be 
idle and even a low sale price will cover 
the variable cost and make a contribution 
to the fixed cost. Also, good cost data will 
permit a better job of selective selling and 
lay the groundwork for increased sales of 
the most profitable items. 

In periods of recessions and depressions 
which occur from time to time, not all op- 
erations or product lines are necessarily 
losing money and good cost data will as- 
sist Management, both in expanding the 
operations most profitable and in concen- 
trating cffort on reducing costs in the op- 
erations which are not profitable. 

During a period of declining profits, 
indiscriminate slashing of costs can be ex- 
pensive if the ones that require reduction 
are not distinguished from those that are 
currently being operated on an efficient 
basis. Only by use of a good cost analysis 
function can the ‘sheep’ be separated 
from the “goats.” 


A CONTINUING PROGRAM 

If cost analysis and control were dis- 
continued during a period of declining 
profits, the cost of rcinstituting this opera- 
tion in periods of reasonable profits can be 
many times more expensive than the cost 
of the continuation of a good cost control 
program which had previously been de- 
veloped. When well-thought-out pro- 
grams of cost control had been started and 
dropped before they had reached the point 
of optimum value because of the necessity 


of reducing overhead, almost invariably, 
as profits have returned to a reasonable 
level, the program has been reactivated. 
This, of course, results in practically the 
same ‘‘starting up" expenses as were in- 
curred when the program was originally 
established, and as a result, there are two 
periods of nonproductivity. 

It is unquestionably less costly to main- 
tain an adequate program, continuing to 
receive the benefits of the program during 
the entire period, than to stop and later 
reinstate it. 

Up to this time, I have tried to make it 
clear that it is important to recognize the 
benefits derived from cost analysis and 
cost control; that the functions of this de- 
partment are clearly defined; and that the 
costs of its operation are controlled. I have 
included a brief summary of some of its 
functions, and told you a little of the way 
our company operates along these lines. I 
have also tried to point out that to try to 
combat declining profits can be extremely 
hazardous and may lead to further losses 
unless proper cost information ts available, 


KNOW YOUR COST OF COST CONTROL 

Our experience indicates that during 
low volume periods, requests for special 
cost information increase almost in direct 
proportion to the decline in volume of op- 
erations. The men who are operating the 
plants and sales territories and other sec- 
tions of the company are extremely anx- 
ious to do their best to improve condi- 
tions during hard times, and are perpetu- 
ally secking information that will help 
them in this operation. 

One final thought that I would like to 
leave with you is that cooperation with 
and understanding of a cost control pro- 
gram by top management is necessary to 
resist pressure to reduce the scope of this 
function. To obtain this it is desirable to 
have information that correctly indicates 
the cost of the program and also have in- 
formation that accurately indicates the 
benefits derived. 


“TIME FOR A CHANGE” 

This being the month when Washington, D. C., acquires 
an executive and administrative ‘‘new look,’ we felt it ap- 
propriate to present our issue with some typographic revi- 
sions. Perhaps we have been influenced by post-election com- 
ment about a more conservative trend in Washington and, 
therefore, sought to balance the trend with a move from our 
conservative headline type face of the past, known as Twen- 
ticth Century, to a slightly less conservative face, with just a 
bit of ‘‘dash”’ 1n it, known as Lydian Italic. 

Despite any face-lifting, we will, however, endeavor to 
present the same satisfying blend of practical articles 
monthly, aimed exclusively at the interests of corporate con- 
trollers and financial officers. That we shall continue to serve 
you well is our resolution for the new and succeeding years. 


THE CONTROLLER 


JANUARY 1953 


| 
} 
it 
27 


Photo Brown Brothers 


Our business forefathers coped with this kind of long-hand bookkeeping . . . 


Electrons at Work 
Excerpts from an address* by Ralph 


Eidem, director of electronic research, 
Ernst & Ernst, Chicago, presented at the 
21st Annual National Meeting of Control- 
lers Institute. 


Although there has been constant im- 
provement in both the speed and capacity 
of office machines, little if any progress 
has been made in the elimination of paper 
handling and repetitive recopying of the 
same information in different sequences. 
It has been necessary in most instances to 
gear operations to the limitations of exist- 
ing equipment, rather than to apply the 
machine to the job. 


However, we are facing a new era. For 
the first time there is available equipment 
which has the capacity, the speed and the 
flexibility to cope with the volumes and 
complexities of today’s record-keeping re- 
quirements. I refer to the field of clec- 
tronics. 

Under a completely electronic system it 
will be necessary to manually handle and 
enter data only once. Almost without ex- 
ception, this posting will be a by-product 
of recording the transaction at the point 
of origin. All subsequent distributions, in- 
cluding sorting, posting, accumulating and 
controlling, will be performed automati- 
cally. In other words, in a single manual 
operation, source data will be classified, dis- 
tributed, summarized, combined or com- 


SEEK RETAIL USE OF ELECTRONICS 


Taking a long look into the future, The 
National Cash Register Company, Day- 
ton, Ohio, ts building an experimental 
model of a device that may some day revo- 
lutionize the methods of keeping unit, 
price line and classification inventory con- 
trol in retail stores, according to Stanley 
C. Allyn, president. Officials of the com- 
pany emphasized that the device ts strictly 
an experiment and that its practical use may 
be years away. Mr. Allyn made this com- 
ment about the equipment: “This may 
prove to be the ‘bridge’ between present 
equipment and future application of elec- 
tronic principles in the business machine 
field, upon which this company has been 
working for many years.” 

The mechanism will attach to a regula- 
tion cash register, and transactions will be 
recorded on the register in the usual way. 
But as cach transaction ts recorded, electri- 


cal impulses will be transmitted to the new 
mechanism which will punch holes in a 
paper tape. The holes will correspond with 
the control figures recorded on the register. 
Thus, the tape will have “captured” the de- 
sired information for future use. 

The tape would be run through regula 
tion punched card equipment to convert 
the information to ae This would elimi- 
nate the need for time-consuming punch- 
ing and verification of figures taken from 
written sales slips, inventory control tags, 
or from sca’ cash register tapes. The 
punched card machine operation would be 
greatly simplified, for the operator would 
merely have to feed the tape through the 
machine. 

The experimental model of the hole- 
punching mechanism is expected to be 
completed sometime in 1953. It will then 
be placed “‘on trial” in a typical retail store. 
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pared with related data for an end result, 
printed and/or stored for subsequent print- 
ing in any form or frequency desired, 
regardless of the number or types of distri- 
bution required. This obviates the perpet- 
ual sorting and resorting, posting and re- 
posting, balancing and rebalancing of the 
same media, which is today required for 
multiple distribution, regardless of the 
type of equipment used. 

One of the leading retailers has ordered 
a machine with a capacity of six totals cach 
for 10,000 items, or 60,000 totals in all. 
This is not a large machine, being only 4 
fect wide, 3 feet deep and 30 inches high, 
which is standard j a height. The ma- 
chine is to be used for unit control in the 
furniture division, and will compute and 
remember for cach stock-keeping unit: (1) 
the code number of the item; (2) “on or- 
der’ amount; (3) purchases to date; (4) 
sales to date; (5) warehouse inventory ; 
(6) floor sample inventory, and (7) stock 
in display or finishing room. 

Initially at least, all entries will be made 
through a manually operated keyboard 
from the various source data, such as pur- 
chase orders, receivables, sales checks, etc. 

At the time the entry is made on the key- 
board, the machine will list on a tape the 
code number, the previous balance, the 
number of units, the type of transaction 
and the new balance. Incidentally, if an 
item is out of stock, the machine will sig- 
nal this condition before the sale is re- 
corded by the machine. 

All the computations are performed by 
the bank of vacuum tubes located inside 
the rear panel of the machine. A long cylin- 
drical drum is the magnetic memory de- 
vice. Electrical impulses representing the 
before-mentioned 60,000 totals are mag. 
netically stored. These impulses are im- 
mediately available for combining with 
new source data and/or printing of re- 
quired reports. The information may be 
read out and restored or read out and erased 
as desired. 

It is worthy of mention that the main- 
tenance of this equipment will be handled 
by two of the store television servicemen, 
who will receive about one week's training 
in the manufacturer's plant. 

One's first reaction might be that the 
capacity of electronics is being defeated by 
limiting the speed of such a machine to 
human output, but Ict’s take a look at what 
has been accomplished. In one operation, 
we have taken source data and classified it, 
distributed it, summarized it, combined it 
with related data for an end result, printed 
it and/or stored it with subsequent print- 
ing in the form and frequency desired. 
This is quite an accomplishment, particu- 
larly when you consider that we are talking 
about distributing to 60,000 categories. 


* Full text is included in a new booklet pub- 
lished by Controllers Institute entitled ‘New 
Tools for the Controller.” 50 cents. See page 
567, THE CONTROLLER, December 1952. 


| |. f — 
: 


Binary Arithmetic, 0-1 


INARY ARITHMETIC ts a simple, specialized number system. 
B To the layman who habitually thinks in decimal notation, 
it is bound to seem as strange as a foreign language; but to 
mathematicians and digital computers it is a completely func- 
tional way of handling numbers. 

The binary system has only two written characters: 0 and 1. 
Binary numbers are read from right to left. The digit at the 
extreme right stands for the unit values zero or one; the next 
digit to the left stands for the number of two's (zero or one) 
in the number being written; the next digit indicates the num- 
ber of four's (zero or one), and so forth. The following table 
will clarify this. 

Translation of binary numbers 


8)4/2/1 


Decimal form Binary form 


0 

1 
10 one 
11 one 
100 one 4-+- no 
101 one 4+ no 
110 one 4+-one 
111 one one 
1000 one 8-+- no 4+ no 
1001 one 8+- no 4+ no 


Thus, the binary number 1101001 means (reading from right 
to left) one 1+-no 2's-4+-no 4’s+-one 8+-no 16's-+-one one 
64. In decimal notation, then, the number is 64432484 1=—= 
105. 

The absurdly simple laws of binary arithmetic can be written 
on a calling card, as shown in these complete tables for addition 
and multiplication: 


Addition Multiplication 


1x0 


Readers who get this far can practice expressing numbers in 
binary form by engaging in the game of Nim, a game for two 
players, using match sticks. Player A deals out three heaps of 
matches, each heap containing as many matches as he chooses. 
Player B then draws from any one heap as many matches as he 
wishes; but he must draw, and he may draw only from a single 
heap. Player A then draws in turn under the same rules, and so 
on. The player who makes the last draw wins. 

This game is susceptible of complete mathematical analysis, 
and if one player uses binary notation to figure his moves he can 
usually beat the other consistently. (If both players are equally 
skilled, the first player always wins.) The basis of strategy is this. 
Any arrangement of matches into three piles is either a safe or 
an unsafe combination in the sense that if A deals a safe com- 
bination and plays perfectly thereafter, he is sure to win, while 
if A deals an unsafe combination and B plays perfectly, B will 
win. Also, every unsafe combination can be made safe by a suit- 
able draw, while every safe combination is made unsafe by any 


draw whatsoever. 


A sate combination is determined as follows. Count the num- 
ber of matches in each heap, and express each number in binary 
form. Then, reverting to orthodox addition, add up each column 
in the binary notation separately. If all these sums are even num- 
bers, the combination ts safe for you to leave to your opponent's 
draw. His draw will make it unsafe. You then draw so as to 
make it safe once more, and so on until you win. For example, 
here is an unsafe combination: 

Number in heap Number in heap 

Heap (decimal form) (binary form) 
a 7 111 
b 9 1001 
c 6 110 


All the columns in the binary form (right to left) add up to 2, 
except the fourth column, which adds to 1, an odd number, mak- 
ing it unsafe. Only Heap b contributes to this unbalance. The 
combination can be made safe by drawing eight matches from 
Heap b, as follows: 
Number in heap Number in heap 
Heap (decimal form) (binary form) 
a 7 111 


b 1 1 
6 110 


The sum of cach column in the binary form is the even number 
2, hence safe. With these hints and a little practice, you can 
victimize your friends. 

An Appendix to an article from the May 1949 issue of 
Fortune entitled "Mechanical Brains” by Louis N. Ridenour 
and reprinted with the kind permission of the editors. 


. . . The future accounting department will be mechanized 


ENIAC (Electro 


housed in a 


of the 
and Calculator, 


The vacuum-tube ‘‘memory” 


Numerical Integrator 


steel cabinet 7 x 8 x 2 feet, functioning with a combi 


nation of electronic and magnetic elements and 


using the binary system of counting, stores and 


removes numbers up to 10 digits at the rate of 


50,000 per minute Photo Courtesy Burroughs 
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Illinois Manufacturing Company 


Statement of Financial Transactions for the year ended December 31, 1951 


Other Nonfinancing 
Principal Financing Interests Financing Interests Interests 
Common Stock Equity lreferred % Ist Fed. Inc. 
“Retained Stock Mortgage Bank Trade Tax 
Paid In karnings quity Bonds Loans Creditors Employees Payable Other Total 
Extent of interests, January 1, 1951 $1,120,000 $348,000 $500,000 $__~0- $100,000 $320,000 $_ 20,000 $381,000 $16,000 $2,811,000 
Increases in interests during 1951 
Providing financing 
Purchases on account $4,008,500 $4,008,500 
arene $1,609,700 1,609, 700 
ank loans 000 
Sale of bonds‘ot a par value $580,000 
of $500,000 at 96 $480,000 480,000 
Net yncome accruing to common 
shareholders $ 221,200 221,200 
Not providing 
Portion of income claimed by 
taxing authorities $137,000 $55,800 192,800 
Portion of income claimed by 7 
creditors as interest ad 31,025 31,775 
Total increases 21,200 ot: $480,750 _ $580,000 $4,008,500 §1,009,700 £137,000 380.825) $7,123,975 
Decreases in interests during 1951 
Terminating financing 
Payments to trade creditors $3,568,775 $3,568,775 
Payments of wages and salaries : 
to employees 6 605.700 
Lequidation of bank loans $'230,000 000 
Retirement of preferred stock 
of a par value of $500,000 
at $ 10.000 $500,000. 510,000 
Not terminating financing 
Payment of taxes $ 381.000 $56,300 447,300 
Payment of interest 20,650 20,650 
Payment.of dividends 65,500 
Total decreases 0- 375,500 $500,000 $230,000 $3,508.775 $1,005,700 376,950 $6,137,925 
het change in interests during : 
1950 - Enterprise growth -0- $145,700 ($500,000) $480,750 $350,000 $439,725 $_ 4.000 44,000) $9,875 $_ 086,050 
‘ 1,120,000 $493,706 £480,730 759.7 37 7 
Frtent of intesests, Dec ember 41,1951 $1,120,000 $493,700 $755 $30,000 £157,000 
Average tinancing provided $1,529,900 $166,667 $360,312 $173,333 $530,877 $28,000 
Cost of financing provided 48,000 17,500 21,375 10,400 -O- -0- 
Rate of cost to financing provided 3.14% 10.5% 5.93% 6.0% 


“Full Disclosure” in 
Financial Transactions 


(Continued from page 23) 


Not only are the kind and extent of 
growth of interest, but also the means by 
which it is achieved worthy of considera- 
tion, Any change in the size of the enter- 
orise, that is in its total assets, must be 
see about by a change in the equities 
in those assets. Someone must either con- 
tribute more assets or withdraw assets 
formerly contributed. In recent years the 
retention of earnings, has been one of the 
major sources of business expansion. If, 
for the sake of discussion, profit retention 
may be called “internal financing,” it can 
be contrasted with “external financing” 
which includes the obtaining of funds 
from sources outside the enterprise. The 
accompanying illustration of a “‘statement 
of enterprise growth,” Figure 2, shows 
the increase in enterprise properties from 
each of these major sources-——advances by 
outside interests and earnings retained. It 
also shows reductions in enterprise prop- 
ertics resulting from the repayment of ad- 
vances to various interests in the enterprise 
as well as payments for the use of the 
funds advanced, thus arriving at the net 
increase or decrease in enterprise proper- 
ties for the period. 


FIGURE 3—Statement of Financial Transactions combining Statement of Financing and Statement of Enterprise Growth 


The amount described as “net enterprise 
growth” is the same amount that would 
be arrived at by comparing cither total as- 
sets or total liabilities at the beginning of 
the period with the equivalent figure at 
the end of the period. Thus this report 
also ties in with the statements commonly 
prepared. 


COMBINED REPORT 

If desired, the data included in each of 
the statements suggested here can be 
brought together in a combination report 
illustrated in Figure 3. This re- 
port has certain advantages in that addi- 
tional relationships and amounts are re- 
vealed. The fact that it is considerably 
more difficult to read and to understand 
may offset these advantages to some cx- 
tent. To avoid any misunderstanding, it 
should be emphasized here that this re- 
port is an alternative to the other two, not 
an additional or even a supplementary re- 
port. It contains precisely the same infor- 
mation presented in a somewhat different 
form. 

All the basic data required for these re- 
ports can be found in an ordinary, well- 
kept, double-entry system of accounts. No 
new records or accounts are needed and 
no new procedures need be followed in 
keeping the accounts during the year. At 
the end of the accounting period the in- 


formation in the customary general ledger 
accounts, supported by details in related 
documents, can be summarized and organ- 
ized into the report form selected. 

If full disclosure is to be made to man- 
agement by its accounting department, it 
seems that information as to the extent, 
form, and effect of financing should not 
be omitted. Financial transactions are cer- 
tainly of continuing interest and account- 
ants would do well to emphasize this fact 
by making them the subject of regularly 
prepared reports. Whether reports as sug- 
gested here are used or whether other or- 
ganizations and arrangements are found 
more satisfactory is not so important as 
is the more fundamental problem of keep- 
ing management fully informed on this 
important phase of enterprise activities. 


FOREIGN ACCOUNTANT 


Foreign branch of large U. S. com- 
pany needs principal accounting of- 
ficer. Latin American country easily 
accessible to U. S. Knowledge of 
Spanish essential. 


If you feel qualified, send resume 
of education, experience and salary 
requirements. All applications con- 
fidential. Box D2040. 
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@ New Practical Working Aids 


DESIGNED TO AID BUSINESS AND PROFESSIONAL MEN IN SAVING MONEY ON TODAY'S 
TAX AND BUSINESS PROBLEMS. YOU CAN NOW SEE THEM WITHOUT OBLIGATION. 


FREE EXAMINATION 


Now Available for 


PLANT LOCATION By Leonard Yaseen, Senior 
Partner, Fantus Factory Locating Service 


This nationally known expert who has located plants 
warehouses and executive Westinghouse, 
Sperry, Philco and other leading corporations, shows 
how to pick the community with greatest competitive 
advantages in transportation Costs, access to raw ma 
terials and markets, labor costs and skills, tax aspects, 
climate, power, etc. Data gathered from study of thou 
sands of communities also offers practical guidance to 
Community Groups seeking to attract new industries 

$12.50 


HOW TO HANDLE RENEGOTIATION 
By W. J. Casey and C. R. Gunzer 


First publication of results of over 200 actual renego 
tiations—showing percentage of profit: initially earned 
and finally allowed, check list of qt reasons justifying 
higher than average profits; shows how to compare 
your profits and efficiency with profits, turnover, ex 
pense ratios for 112 industries and 200 companies. You 
see how to organize and present ammunition for rene 
gotiation conferences—excerpts from most effective pres 
$24.00 


offices for 


entations made by others. 


EXCESS PROFITS TAX — Planning, 


Relief, Refunds By Jacquin Bierman, W. J. Casey 
and J. K. Lasser 


These three prominent legal and tax experts draw upon 
their practical experience to offer authoritative guid 
ance in minimizing excess profits tax for the years 1952 
53. show procedure to follow to secure refunds on taxes 
paid for 1950-1951. They show how small and large 
companies handle financing, dividend policy, expenses, 
expansion, investment of reserve funds under E.P.1 

what accounting adjustments to make to save b.POT. 
money and produce refunds. Included are 23 refund 
opportunities for many businesses. $24.00 


EXECUTIVE PAY PLANS 
By Casey and Lasser 


Second enlarged edition of a widely successtul work de 
tailing new techniques developed by major Companies 
to reward executives through stock options—deterred 
pay and pension arrangements—family maintenance 

expense arrangements—and other executive benefits 
How executives can be aided to build capital and an 
estate, provide family security—while receiving incen 
tives to stay and perform on the job—is shown in a de 
tailed summary of workable and economical plans 


$12.50 


MAIL COUPON TODAY 


HOW TO HANDLE PAY CONTROLS 


By Walter Lord 


Fells how to develop flexible pay policies how to make 
the most of new leeway given to attract and reward 
good men. Answers day-to-day questions on wages, 
salaries, Commis ions, mcentive pay, stock obligations, 
fringe benefits. billed-in’ forms, sample letters and 
check lists make this an easy to-use aid $12.50 


YOU, YOUR HEIRS AND 
YOUR ESTATE By George Byron Gordon 


Every individual can develop a sound plan to build: his 
estate, develop security for his family and heirs as this 
useful, comprehensive manual shows, [t explains how 
taxes can be minimized, the comparative advantages of 
gifts vs. inheritance, handling property and investments 
to build up as well as distribute an estate, and to make 
a limited estate go farther $7.50 


TAX SHELTER AND BUSINESS 
TRANSACTIONS 8, witiam 4. casey and 


J. K. Lasser 


Shows tax strategy in buying and selling, tax oppor 
tunities and pitlalls in all ordinary business transactions 
contracts to buy and sell real estate, businesses, patents, 
leases, exchanges, condemnations, financing arrange 
ments, etc, Si2.50 


Mail Coupon Today 


for 10 Days Free Examination of Any 
of Above Manuals — No Obligation 


Business Reports, Inc., Roslyn, N. Y. 


BUSINESS REPORTS, INC. 


the Manual(s) checked for free 
I can return the 


Please send me 
| understand that 
without obligation, 
any | wish to keep 


1 2 3 4 5 6 
Name 
Firm 


Address 
LJ SAVE SHIPPING CHARGES 


Check here if you enclose payment now 


Dept. C-1, Roslyn, N. Y. 


examination 
Manual(s) within 10 days 
or remit payment, plus shipping charges, for 
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MACHINERY AND ALLIED 
ACCOUNTING MANUAL* 


Reviewed by LEO A. SCHMIDT 
Professor of Accounting 
University of Michigan 

This 1952 Edition of the MAPI Ac- 
counting Manual is a sweeping revision 
of the previous edition (1944) designed 
primarily to bring financial officers of the 
Institute member firms up to date. In ad- 
dition to continued change of thinking in 
many general areas the Manual has the 
topics ‘‘Pensions’’ and ‘Recognition of the 
Changing Value of the Dollar’ which 
have come into very special importance 
since 1944, 

The direct work on the Manual was 
done by a Subcommittee on Manual Re- 
vision of the Accounting Council of the 
Institute and was reviewed and approved 
by the Executive Committee of the Insti- 
tute. This statement makes the Manual an 
official product and gives the outside reader 
the assurance that he ts not dealing with 
the unsupported ideas of any one person. 

Both in its foreword and internally the 
Manual gives evidence of appreciation of 
the fact that “highly distinctive accounting 
problems arise from the heavy capital in- 
vestment, the relatively long production 
cycle, manufacture in small lots, heavy pre- 
paratory expenses for designing and de- 
velopment, and substantial expenditures 
for erection, installation and servicing after 
the product has left the factory.’’ The adap- 
tation of general good accounting princi- 
ples to such special conditions is the mark 


of good systems work. As such this Manual | 


should be studied by a far wider audience 
than the immediate group for which it ts 
designed. 

Section I, Classification and Description 
of Accounts, is the largest section (55 
pages) and the backbone of the book. It 
is a careful job of setting up and systematic 
numbering of a typical set of accounts for 

* Published by Machinery and Allied Prod 


ucts Institute, 120 South La Salle St., Chicago, 
Ilinois, $15.00. 


THE 


PRODUCTS INSTITUTE 


any business in the industry. Any com- 
pany in the process of revising its chart of 
accounts can certainly benefit by considera- 
tion of the suggestions herein contained. 
The tying up of the general classifications 
to functional-departmental and object of 
expenditure classifications is not unique of 
course but is very clearly done. 

Specific items in the classification could 
be discussed at great length. The writer 
wishes to particularly approve the use of 
the terms ‘‘wear and obsolescence’ and 
“accumulated wear and obsolescence’’ in 
place of the more usual depreciation and 
reserve (or allowance) for ae It 
seems that the term “accumulated” has con- 
siderable advantage over “allowance’’ 
which itself is infinitely better than ‘‘re- 
serve.”” The terms “redistributable factory 
expenses” and “redistributable engineer- 
ing costs” are good straightforward, hard- 
hitting terms which fit very well in the 
classification scheme. 

A few other items seem less well han- 
dled. After defining current assets quite 
adequately as “‘assets or resources which 
may reasonably be expected to be realized 
in cash, or sold or consumed (italics are 
the writer's) within twelve months, or 
within the normal operating cycle of the 
company if it is more than one year,” the 
classification proceeds to put prepaid ex- 
penses together with deferred charges in 
a cat-and-dog section at the tail-end of the 
asset numbers. This final section acknowl- 
edges that “accounting opinion differs on 
the classification of prepaid expenses” and 
then justifies its own stand on what seems 
a very weak ground, “the difficulty of dif- 
ferentiating between prepaid and deferred 
items.’ This section, Prepaid Expenses and 
Deferred Charges, also contains bond dis- 
count, improvements to leased property, 
and deferred product line development 
cost, in addition to ‘prepaid insurance pre- 
miums, property taxes, royalties, advertis- 
ing service, etc.” The writer cannot see 


JANUARY 1953 


32 


much difficulty in picking out of this list a 
few clear cases of prepaid expenses! 

The ‘typical charts” of Sales Engineer- 
ing and Administrative Expense Accounts, 
of Redistributable Factory Expense Ac- 
counts and of Redistributable Engineering 
Expense Accounts on fold-in pages 153- 
155 are especially revealing of the real 
nature of the accounting problem in the 
industry. 

The section on financial statements and 
reports is wisely broken into two parts, re- 
ports to sharcholders and reports to man- 
agement. The ‘Statement of Financial Po- 
sition’ adopts the new form: 


Current Assets 
—Current Liabilities 


Working Capital 
Other Assets 


—Debt 


—Reserves 


Shareholders’ Equity—Excess of 
Assets over Liabilities 
Derived from: 
Capital Contribution by Own- 


ers 

Income Retained for Use in 


The “Statement of Results of Opera- 
tions and of Income Retained for Use in 
Business” follows the one step plan with 
“Costs, Expenses and Taxes’’ added into 
one total and subtracted from ‘Total In- 
come” to produce “Net Income for Year.” 

Both of these statements are intended 
for stockholders and both show the mod- 
ern trend toward attempting to do a better 
job for the nontechnically-trained stock- 
holders. These statements are presented in 
summarized form and supported by “Sup- 
plementary Financial Information.’’ For- 
mal statements and supplementary infor- 
mation are in current year-previous year 
comparative form. 

It is noteworthy that the Statement of 
Results of Operations prepared for man- 
agement goes back to the traditional form, 
developing the total manufacturing cost 
and gross margin. In this statement ‘‘Man- 
ufacturing Cost of Product Sold’’ includes 
“Factory Cost of Sales’ plus eight other 
items. These cight are: 


Contract Development Cost 

Development Cost-Standard Products 

Purchased Auxiliaries 

Other Direct Costs 

Preparation for Shipment 

Field Assembly and Installation 

Guarantee and Repair Cost 

Variances from Standard 
The possible confusion of the two ‘‘cost”’ 
figures by anyone not fully aware of the 
whole intention seems a serious danger. 

It is impracticable here to review closely 
the next seven sections of the Manual. 
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Their titles give an approximation of what 
to expect: 
Section III Property, Plant and Equip- 
ment 

Manufacturing Cost 

Sales Engineering and Ad- 
ministrative Expenses 


Section IV 
Section V 


Section VI Pensions 
Section VII Internal Control and Audit- 
ing 


Section VIII 
Section IX 


Cost Estimating and Its Uses 
Profit Planning and Budget- 
ing. 


This sounds like a formidable line-up 
but all seven topics treated in the small 
span of some 85 pages are mercly given in 
an authoritative outline. The writing, how- 
ever, is very clear and expressive, and if 
the reader's purpose is to give the topic a 
fast ‘once-over’’ to assure himself that he 
has the general outlines of official thinking 
in his own mind, this is a good job. There 
are, however, copious references to other 
more complete sources. Frankly the writer 
expected to find much more on most of 
these topics in a once-in-eight-years official 
manual of a great industry. Cost Estimat- 
ing and Its Uses is given less than four 
pages, Pensions is given five! 

The final section, Recognition of the 
Changing Value of the Dollar, is a very fine 
short review of the problem (7 pages). It 
states the problem in terms of the total 
amounts of overstatement of income and 
overpayment of taxes for the war and post- 
war years, making a very strong case in- 
deed for the necessity of doing something. 
Then it lists eight objections to doing any- 
thing (some of them pretty weak), and 
nine proposals as to what might conceiva- 
bly be done. This section comes to no con- 
clusion but recommends that “individual 
company managements and their financial 
advisers undertake renewed investigation 
of their financial accounts in terms of eco- 
nomic income and economic values. It is 
recommended that they use the knowledge 
thereby gained in devising improved ac- 
counting methods for general use, in ana- 
lyzing their cost data, in the development 
of interpretative internal reports, in the 
initiation of suitable accounting memo- 
randa, and also in explaining these rela- 
tionships in supplemental reports to stock- 
holders and the public.” 

To the writer, himself a professor of ac- 
counting, it seems that one very worth- 
while function that this Manual can serve 
is to bring into the classroom an official 
picture of how accounting ts actually done. 
This is a very necessary but no means easy 
task for the typical accounting instructor 
whose personal acquaintance with indus- 
trial accounting systems is necessarily quite 
limited. Here is a substantial section of rep- 
resentative industry laid out clearly and 
concisely for his inspection. The MAPI 
Accounting Manual should be in every 
business school library if not on every ac- 
counting teacher's desk. 
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TRENDS AND CYCLES IN COR- 
PORATE BOND FINANCING 


By W. Braddock Hickman 


This compact booklet is another in the 
series of publications in the financial re- 
search program of the National Bureau 
of Economic Research. It is based on a 
study conducted by the Bureau in coopera- 
tion with the Life Insurance Association of 
America, the Association of Reserve City 
Bankers, the American Bankers Associa- 
tion and like organizations. This paper 
is a summary of a larger study in this 
field and attempts, in its brief compass, 
a discussion limited to the essentials. De- 
tailed analyses and tables will appear in 
the full report, entitled “The Volume 
of Corporate Bond Financing since 
1900,” now being prepared for publi- 
cation by the National Bureau. The full 
report will be the first of a series of three 
related volumes on the corporate bond 
market. 


* Published by the National Bureau of Eco- 
nomic Research, Inc., New York, New York. 


RETAILERS MANUAL OF 
TAXES AND REGULATIONS* 


This, the 11th edition of the “Retailers 
Manual of Taxes and Regulations,” like 
its predecessors, is a compendium which 
summarizes in tabular form, laws and regu- 
lations, both federal and state, which affect 
recail merchandising throughout the coun- 
try. The current edition of the Manual is 
even more comprehensive than the previ- 
ous edition and contains data not hereto- 
fore covered. 


* Published by the Institute of Distribution, 
Inc., 25 West 43rd St., New York. $7.50. 


While the “Retailers Manual of Taxes 
and Regulations” is prepared primarily for 
those engaged in the retail field, it con- 
tains much information of substantial 
value in other fields, e.g. federal and state 
sales; occupational and excise taxes; state 
chain store taxes; state business and oc- 
cupational restrictions; federal and_ state 
trade practice regulations; wage and labor 
restrictions; federal and state taxes on 
property, income and profits. There ts also 
a section on municipal sales tax, chain store 
tax and employment discrimination ordi- 
nances. 


OTHER BOOK ENTRIES 
BEHIND THE WALL STREET CURTAIN. By 
Edward Dies. Public Affairs Press, 2153 
Florida Avenue, Washington 8, D. C. 
$2.75. 


Lawyers’ TAX MANUAL—Procedure, 
Transactions, Forms. By Alfred S. Pel- 
lard. Clark Boardman Company, Ltd., 
New York. $12.00 (including 1952 
sup plement). 


Westey MircHett—-THE Eco. 
NOMIC SCIENTIST. Edited by Arthur F. 
Burns. National Bureau of Economic 
Research, 1819 Broadway, New York 
23, N. Y. $4.00. 


First YEAR IN ACCOUNTING—FUNDa~- 
MENTALS. By David Himmelblau. The 
Ronald Press Company, 15 East 26th 
St., New York. $3.50. 


First YEAR IN ACCOUNTING—PRINCI- 
pLes. By David Himmelblau. The Ron- 
ald Press Company, 15 East 26th St., 
New York, $3.50. 


COMMERCIAL BANK ACTIVITIES IN UR- 
BAN MorTGAGE FINANCING. By Carl F. 
Behrens. National Bureau of Economic 
Research, New York. $2.50. 
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Cost Consciousness Needed to Cut Tax Burden 


The heavy burden of taxation on the na- 
tional economy requires that everyone be- 
come cost conscious so that we can ‘‘cut ex- 
penditures until we have balanced the fed- 
eral budget without further increases in 
taxes." That was the message presented in 
a recent address before the Long Island 
Association by B. S. Rodey, Jr., assistant 
secretary of Consolidated Edison Company 
of New York. 

To achieve this objective, Mr. Rodey 
said, the Congress and others responsible 
should establish a yardstick of good old 
Yankee thrift. This would call for a rigor- 
ous austerity program with priority of ac- 
tion, as indicated in “Tax and Expendi- 
ture Policy for 1952” by the Research and 
Policy Committee of the Committee for 
Economic Development, as follows: 


. Drastic curtailment of grants to state 
and local governments. 

. Retrenchment in all other federal aids 
and subsidies. 

. Retirement from the direct lending 
business. 

. Reduction of programs which encour- 
age credit extensions. 

. Suspension of a substantial part of pro- 
posed federal works programs. 

. Avoidance of any new nonmilitary 
spending programs. 

. Continuance of efforts to reduce waste 
and unnecessary expense in federal op- 
erations. 

. In meeting the balanced budget objec- 
tives, the Congress is urged to scruti- 
nize, carefully, the military and foreign 
aid programs, particularly the latter, so 
as to balance the budget for fiscal 1953, 
bearing in mind that our national secur- 
ity also depends upon our economic 
security. 


As to tax reforms, Mr. Rodey said that 
“we are also badly in need of changes in 
the form and allocation of our taxes at all 
government levels. The present tax struc- 
ture should be gradually revised for more 
effective administration and so that gov- 
ernment revenues will be less affected by 
the peaks and valleys of economic be- 
havior. 

“The solution probably lies in the area 
of a uniform general sales tax and an ac- 
companying withholding employment tax 
with state and local administration and 
participation by the federal government in 
the receipts and responsibility for control 
and audit. These taxes should replace and 
be in lieu of all personal income taxes in 
the /ower brackets. And the corporate in- 
come tax should gradually be reduced to 
25 per cent or less. 

“To sum up, the need for a balanced 
budget cannot be overemphasized. Where 
federal spending leads, federal taxes, good 
or bad, must follow where there is full 
understanding of the inflationary effect of 
deficit financing. And something must be 
done to stop the army of self-appointed 
“do-gooders”’ who always have their hand 
out to spend somebody else's money. 

“A major objective for fiscal 1953 
should be a level of federal expenditures 
which does not exceed estimated revenues, 
thus making further tax increases unneces- 
sary. It is the duty of every citizen and 
every taxpayer to holler from the ‘house 
tops’ to his representatives in government 
that this be done and that a long-term proj- 
ect of necessary tax reforms be initiated 
with the cooperation of all levels of gov- 
ernment for effective and efficient adminis- 
tration.” 


“This picture window affords a particularly lovely view around 
five-thirty on Fridays—Ed coming home with his pay check” 
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John J. Sinder Elected 
Institute Member No. 4000 


John J. Sinder, controller of The Elec- 
tro Motive Manufacturing Co., Inc., Willi- 
mantic, Connec- 
ticut, achieved a 
special distinc- 
tion during the 
month of De- 
cember 1952, 
upon elec- 
tion to member- 
ship in Control- 
lers Institute of 
America. He be- 
came member 
#4000 of the In- 
stitute. His elec- 
tion came in the same month in which the 
Institute reached its “coming of age,” the 
completion of its 21st year since its or- 
ganization in December 1931. The ob- 
servance of the Institute's 21st “birthday” 
had been anticipated at its 1952 Annual 
Meeting in Detroit in early October. 

Mr. Sinder has held the position of con- 
troller of his company since his election 
by its Board of Directors in December 
1950. He joined the firm in 1940 and had 
served successively as office manager, credit 
manager and chief accountant. Prior to his 
association with The Electro Motive Manu- 
facturing Co., he held a position in the ac- 
counting department of the National 
Safety Bank and Trust Company for four 
years, following three years of service with 
the Central National Bank and Trust Com- 
pany. A graduate of Pace Institute, he was 
engaged in public accounting from 1929 
until 1933. 


MR. SINDER 


Punched Card Accounting 
Studied in LOMA Volume 


J. L. Batchler, vice president and sec- 
retary of the Kansas City Life Insurance 
Company, Kansas City, is author of a 
newly revised edition of ‘Punched Card 
Accounting in a Life Insurance Com- 
pany,” which was published on September 
22 by the Life Office Management Associa- 
tion (price $4.00). Available from 
LOMA, 110 East 42nd Street, New York 
17, N.Y., the 15-chapter book contains 
the experience of 30 of the largest in- 
surance companies in the United States 
regarding compilation of material and in- 
cludes more than 100 illustrations of ma- 
chines and related materials. 

Mr. Batchler recently addressed the 
opening session of the Life Office Man- 
agement Association at Atlantic City, N.J., 
(which he served during the past year as 
national president) and spoke on ‘What 
Now, Mr. Executive ?” 

He has also contributed articles to THE 
CONTROLLER, his most recent one being 
entitled ‘The Controller's Interest in 50 
Billion Dollars” (November 1948, p. 
570). 
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The Frequency and Importance of Errors in Invoices Received for Payment 


(Continued from page 13) 


transportation adjustments involved cor- 
rections of $4 or less. Only 16 per cent in- 
volved corrections of $10 or more. 

Information about the dollar amount of 
transportation adjustments is even more 
striking. Two thirds of the number of 
transportation adjustments represented 
only 6 per cent of the total dollar adjust- 
ments. At the other end of the scale, 16 per 
cent of the number of adjustments exceed- 
ing $10 represented 87 per cent of the do/- 
/ar amount of transportation adjustments. 

The inescapable conclusions of the study 
of mistakes in transportation charges are 
that (1) mistakes associated with invoices 
for smaller amounts are relatively unim- 
portant and (2) most of the mistakes are 
for small amounts. 


QUANTITY ADJUSTMENTS 

A study was made of quantity adjust- 
ments reflected by debit and credit memos 
issued to vendors because the invoiced 
quantity was different from the quantity re- 
ceived, 

The nature of 197 debit and credit 
memos issued during the first half of 1951 
for quantity adjustments to invoices is 
shown in Table D. In general, quantity ad- 


justments were proportionately fewer on 
invoices for small than for large dollar 
amounts. Invoices that had totals of $300 
or less (before correction) were responsi- 
ble for 58 per cent of the number of ad- 
justments. Table A, it will be recalled, 
shows that 72 per cent of the number of 
invoices received had totals of $300 or less. 

The dollar amount of debit adjustment 
to invoices during the first half of 1951 
was $4,936 and the credit adjustment was 
$5,664. The net adjustment was a credit of 
$728. 

The net quantity adjustment resulted in 
a decrease of the invoiced amount for cach 
size-class of invoices from $10 to $10,000 
as shown in Table D. These debits were 
more than offset by credit adjustments to 
invoices with totals of $10,000 and more. 
The percentage figures for the net amounts 
of adjustments are difficult to interpret be- 
cause most of the individual adjustments 
are debits; but the net adjustment is a 
credit. 

Another way of looking at this problem 
is to note that for each of 13 vendors the 
net debit adjustment exceeded $50 and to- 
talled $2,574. Net credit adjustments ex- 
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ceeding $50 to each of 8 vendors totalled 
$2,073. That is to say, if the quantity re- 
ceived had not been weighed or counted 
and had not been compared with the in- 
voiced quantity, the loss from 13 vendors 
(because debit adjustments were not 
made) would have been $2,574 and the 
gain from 8 vendors (because credit ad- 
justments were not made) would have 
been $2,073. 

A strong case can be made for the argu- 
ment that the work of weighing or count- 
ing material when received had no appreci- 
able effect on the amount paid for the 
material received. Of course, the counter- 
argument is made that the quantity of ma- 
terial received must be determined in order 
to guard against vendors delivering less 
than the invoiced quantity because of the 
buyer's lax receiving procedures. It ap- 
pears, however, that 100 per cent determi- 
nation of the quantity of material received 
is not necessary to guard against shortages. 


This article, as pointed out at the begin- 
ning, is based on a study of invoices re- 
ceived by one company from several hun- 
dred vendors. The experience of this par- 
ticular company i probably not be 
precisely duplicated elsewhere, but, in 
view of the widespread origin of the in- 
voices, this study indicates (to some ex- 
tent at least) the experience that any com- 
pany would probably encounter. 

The main point advanced here is that 
widely accepted plans for examining al/ 
invoices i payment do not, in fact, 
discover errors of sufficient importance to 
warrant the use of such plans. Most of the 
auditing expense arises in connection with 
the large volume of invoices for smaller 
dollar amounts. Selection of samples of in- 
voices (ranging from near zero for in- 
voices for small dollar amounts to near 
100 per cent for invoices for large dollar 
amounts) for processing would probably 
decrease the cost of processing invoices by 
a larger amount than the dollar effect of 
mistakes not discovered. The chief purpose 
of examining samples of invoices would 
be to make certain that the frequency and 
importance of the errors did not change 
without being discovered. As long 
as the frequency and importance of errors 
do not exceed those discussed in this pa- 
per, it does not seem worth while to at- 
tempt to discover all of the errors. 

This paper will serve its intended pur- 
pose if it causes others to examine the cost 
of accounting and the benefits derived. Ac- 
countants talk of cost accounting; they 
should also be concerned with the cost of 
accounting. 
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Controllers Honor Past Presidents of 
Institute with Award Presentations 


Paul J. Urquhart, retired vice president 
of Aluminum Company of America, Pitts- 
burgh, Pennsylvania, received a special 
plaque at the November 17 meeting of the 
Pittsburgh Control of Controllers Insti- 
tute, honoring his services to Controllers 
Institute of America, as well as its Pitts- 
burgh Control. Mr. Urquhart was a na- 
tional director of the Institute from 1936 
through 1939 and served as national presi- 
dent for the 1936-1937 term. 

In the above photograph, taken 1m- 
mediately after the presentation ceremony, 
Wayland S. Bowser, controller, Blaw- 
Knox Company, immediate past president 
of the Pittsburgh Control, is at the left, and 
at the right is H. R. Patton, controller, Car- 
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negie Institute of Technology, president of 
the Control. 

Mr. Urquhart, who retired from the 
Aluminum Company in 1947, 1s now re- 
siding at 605 Devonshire Street, Pitts- 
burgh. 

Wm. Herbert Carr, vice president and 
treasurer, California Packing Corporation, 
San Francisco, California, received his 
plaque, honoring his services to the local 
Control and the national Institute, at the 
November 20 meeting of the San Fran- 
cisco Control. Mr. Carr, who ts currently 
serving a second term as director at large 
of the Institute, served as chairman of the 
national Board of Directors, 1950-1951, 
following the national presidency, 1949- 


1950. From 1946-1949 he was a national 
director and, from 1947-1949, a national 
vice president. His term as president of the 
San Francisco Control was 1944-1945. 

In addition to local and national officer- 
ship, Mr. Carr was a member of the In- 
stitute’s Committee on Technical Informa- 
tion and Research, 1937-1942; of the 
Committee on Education, 1942-1949; and 
was general chairman of the 1949 Annual 
National Meeting in San Francisco. 

In the photograph below, Mr. Carr 
(left) ts receiving his award from Harry 
R. Lange (right), vice president and treas- 
urer, Cutter Laboratories, president of the 
San Francisco Control, 1952-1953, while 
Wilson K. Minor (center), assistant comp- 
troller, Standard Oil Co. of California, 
national director from Region X, smilingly 
looks on. 
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Tax Court Decisions That Can Mean 
Dollars to Your Firm 


(Contunued from page 21) 


bunching of income in the decedent's final 
return if the state law and the partnership 
agreement permitted it, 

Research and development costs may be 
currently deducted rather than capitalized, 
if it is the taxpayer's accounting practice 
to do so.¥ 

A bonus is constructively received as 
taxable income without book entry if it is 
otherwise made available.” 

Invested capital credit 1s proportionately 
reduced when income arising from the can- 
cellation of taxpayer's debts 1s excluded by 
reducing the bases of the underlying as- 
sets. 26 

Completed contract taxpayers cannot 
take casualty losses during the period when 
their contracts are in the process of being 
completed.* 

Condemnation awards are taxable in the 
year of receipt when the sums are received 
under claims of right and the transactions 
are closed as to the amounts, despite the 
fact that the taxpayer continued to claim a 
larger amount and received it. Had the tax 
payer refused the smaller amount, it would 
not have been taxable in the earlier year.”* 
Title to goods passes when the law dic 


tates that it does irrespective of trade prac- 
tice.¥ 

Net operating loss provisions apply to 
the loss from the sale of business assets 
which survives the cancellation of nonbusi- 
ness income.!” 

Loss on distilling stock ere by 
cafe owners to acquire whiskey inventory 
is fully deductible and is not a capital 
loss.10! 

Over-ceiling prices and not penalties un- 
der the prior law are allowable as part of 
the cost of goods sold!” in the year of the 
overcharge.'"? The current Defense Pro- 
duction Act is more drastic. It authorizes 
the disallowance of over-ceiling payments 
for goods, salaries, wages and fines.!4 

Accrual of reasonable estimated ex- 
penses for future work are permitted not 
in the current but in the year when done.!°* 

Payments to a widow of a deceased em- 
rloye are tax-free gifts to her and deducti- 
be items to the employer.!"° The decision 
is in conflict with the recent Treasury rul- 
ing which holds that they constitute tax- 
able income, 

Sick pay under a self-insured plan with- 
out an independent fund as applied to dis- 


ability benefits received after 1952 will 
cease to be exempt income.!9* 

In computing a net operating loss, a tax- 
payer may ry. the excess profits tax 
paid in the loss year though it was accrued 
in the earlier profitable one.1 

Depreciation by a life tenant is not lim- 
ited to his life expectancy!” and applies to 
improvements made as well as acquired by 
him.!!! This rule seems too broad in the 
situation in which the life tenant did not 
intend to benefit the remainderman. 

Compensation in stock held in escrow is 
taxable income when the restrictions are 
lifted.1!" 

Tax return signed only by the president 
is subject to a 25% penalty. It must also be 
signed by “treasurer, assistant treasurer, or 
chief accounting officer.” The filing of an 
improper return does not begin the run- 
ning of the statute of limitations.''% 

Returnable container receipts ate in- 
come or nonreportable deposits. They are 
income if the containers are inventoried 
and sold. Repurchases would then consti- 
tute expenses, and worthless containers 
would be deducted annually. On the other 
hand, container receipts are deposits if the 
containers are loaned to customers. De- 
preciation would then be taken thereon if 
they have a life in excess of one year. Ex- 
traordinary losses would also be taken 
when proven in addition to depreciation. 
Taxable income would only accrue when 
any a of the account is transferred to 
surplus."!4 
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Charitable gifts in kind yield double 
deductions when the assets have appreci- 
ated in value but are not produced or in- 
ventoricd by the donor. The Treasury 
holds that if a manufacturer donates in- 
ventory to a charity he may take a deduc- 
tion for them at fair market value but he 
would include the same sum in gross in- 
come at the time because their cost to 
produce had already been deducted.'! 
The District Court of Kansas has overruled 
this Treasury 

Contribution to an employe from an em- 
ployer toward the purchase of a residence 
in anew employment location is additional 
compensation and is not a tax-free gift.!"* 

Rental payments on a lease with an op- 
tion to purchase are deductible if the in- 
tention is that of a lease.!'> This Fifth 
Circuit Court decision is in contravention 
of the Tax Court's objective economic test 
which turns on the question as to whether 
the alleged rental gives the option-holder 
an equity interest in the asset.'! 

Borrowing in excess of tax value docs 
not yicld gain; subsequent foreclosure is 
the taxable event.!”” 

Capitalization on a basis of 31 indebt- 
edness to 1 of equity capital is proper for 
tax purpose with the consequence that the 
interest paid on the indebtedness is de- 
ductible.'*!_ The United States Supreme 
Court had previously held that the ratio of 
4 to 1 of indebtedness to equity capital ts 
proper. 

A current accrual of a reasonable esti- 
mate for work to be done in a later year 
is proper where the existence of the lia- 
bility rather than the amount is not in is- 
sue,)28 


*Summerour, U.S.D.C. Ga., August 22, 1951 

W/oters, 12 T.C. 414. 

* Meisinger, Par. 52, 178 P.H. Memo T.C.; 
Kershner, 14 T.C. 168. 

* Section 23(a)(1)(A) LR.C. 

* Stairwalt, T.C. Memo August 26, 1952. 

* Roth, 17 T.C. No. 176. 

'Crellin, 17 T.C. 781. 

* Russell, 35 B.T.A. 602. 

* Hartfield, 194 F (2d) 662. 

"Smith, 11 T.C. 174, afhrmed C.C.A.-6, Jan. 
12, 1952. 

"James J. Cooney, 18 T.C. No. 111 

" Lewis H. Ross, C.C.A.-1, 169 F (2d) 483 

"Moss Tie Co., 18 T.C. No. 25. 

"Gazette Publishing Co., D.C.E.D. Ark., 
March 28, 1952. 

© Produce Reporter Co., 18 T.C. No. 8. 
Lincoln Electric, 190 F (2d) 396. 

™ Landers Corp. Para. 52,119 P-H Memo T.C. 

" Juvenile Shoe Corp., 17 T.C. No. 142. 

* Estate of Clarence E. Lehr, 18 T.C. No. 43. 

"Merchants National Bank of Mobile, 
C.C.A.-5, November 10, 1952. 

” Scales, 18 T.C. No. 153. 

* Rufus Riddlesbarger, C.C.A.-7, November 
17, 1952 

” Wage, Inc. 19 T.C. No. 35. 

“F. Donald Arrowsmith et al. Executors v 
Com'r U.S.S. Ct., November 10, 1952, affirming 
193 F (2d) 734, reversing 15 T.C. 876. 

“ Marie W. F. Nugent—-Head Trust, 17 T.C 
No. 96. 

* LT. 4062; 

*“ Daisy Scide, 18 T.C. No. 60. 

*C. P. Chamberlin, 18 T.C. No. 23, dis 
tinsuishable from Strassburger, 318 U.S. 601 


* Kuchman, 18 T.C. No. 22 

* Lehman, 165 F (2d) 383. 

“Clarence R. O'Brien, Para. 51,373, P-H 
Memo T.C 

"Fern R. Zenz, D.C. N.D., Ohio, W. Div 
No. 6572 Civil, June 27, 1952 

* Edwin L. Wiegand, C.C.A.-3, 194 F (2d) 
179 

Elsie L. Sedlack, 17 T.C. No. 92 

* James Newton Dean, 10 T.C. 672 

” Frank R. Bavis, 18 T.C. No. $1 

"Thomas Thompson, 18 T.C. No. 89; An- 
drew Dingwall, Para. $2,247, P-H Memo T.C 

* Campbell, 11 T.C. 510; Sage, 15 T.C. 299; 
Smith, 17 T.C. 135. 

* Stokes, Para. 51,343, P-H Memo T.C 

“Lucia Chase Ewing, D.C. $.D. N.Y., June 
19, 1952 

“ Starr Bros., 18 T.C. No. 21. 

“ General Artists, 17 T.C. No. 187. 

“ Stuart Co., C.C.A.-9, March 5, 1952; but 
see Dunlap, U.S.D. Ct. N.D. Texas, June 21, 
1952 

“Thomas B. Lilly, U.S.S. Ct., reversing 14 
T.C. 1066 which had been athrmed by 188 F 
(2d) 269. 

“Estate of R. W. Lashells, T.C. Memo No 
29,537. 

© Rutkin, U.S. Sup. Ct. March 24, 1952 

“ Wilcox, 327 U.S. 404 

“ Metropolitan Laundry Co. v. US. US 
Dist. Ct. N.D., Calif., $.D., October 16, 1951, 
100 F. Supp. 803. 

* Mantell, 17 T.C. No. 137, August, 17 T.C. 
No. 139. 

“ Bloom, U.S. Sup. Ct. January 14, 1952 

“Roman §. Gontarek, Para. 52,025 P-H 
Memo T.C. 

*'N. Paul Kenworthy and Dorothy F. Ken- 
worthy, T.C. Memo No. 29, 355. 

* Aitkin, 12 B.T.A. 692 (NA). 

“ Est. of Arthur §. Dwight, 17 T.C. No. 158 

Shaffer Terminals, Inc., C.C.A -9, athirming 
16 T.C. 356 

Rhodes-Jennings Furniture Co. v. Com’r, 
Para. 50,280 P-H, Memo T.C.,_ affirmed 
C.C_A.-6, December 11, 1951 

“ F. Hugh Herbert, D.C. §.D. Calif. Feb. 28, 
1952, Gilman, 14 T.C. 833. 

E. T. Sproull, C.C.A.-6, 194 F (2d) 541. 

* Harold A. Christensen, 17 T.C. No. 177 

” Barrett, U.S. D.C., La. February 20, 1952 

” Lykes, U.S. Sup. Ct. March 24, 1952 

"Sec. 112 (b) (1)—-1; Century Electric Co., 
(C.C.A.-8), cert. den. October 41, 1951 

“ Kahler, 18 T.C. No. 3; Compare Lavery, 
5 T.C. 1283, afhrmed 158 F (2d) 859 

™ Fischer, 14 T.C. 792. 

“ Avery, 292 U.S. 210 

“ Spiegel, 12 T.C. 524. 

“Kunze, 19 T.C. No. 6 

" Morristown Trust, U.S. D.C. New Jersey, 
December 20, 1951; Lewis, 284 U.S. 281. 

™ Secs. 1802 (b), 3481 LR.C. 

“Salomon, U.S. D.C. §.D. N.Y. May 7 
1952. 

22 

™HLR. 7345, signed by the President 

"H.R. 3168, signed by the President July 
1952. 

* Glenshaw Glass Co., 18 T.C. No. 108 

™ Bear Film Co., 18 T.C. No. 41 

® Concord Lumber Co., Inc. 18 T.-C. No. 104 

"Charles T. Fisher, US. Dist. Ct. E.D 
Michigan, September 27, 1951 

"E, Field White, C.C.A.-2, November 13, 
1951. 

™ McKee, 18 T.C. No. 61 

* Mace Osenbach, 17 T.C. No. 93 

” Moore v. Com'r, 13 T.C. 984 

“ Hobson and Langdon, 17 T.C. 854 

“ Lloyd, 33 B.T.A. 903; Johnston, 14 T.C 
560; Ennis, 17 T.C. No. $1 

“Baer, C.C.A.-8, reversing 16 T.C. 1418 

“ Secs. 3285 and 3290 I.R.C 


CONTROLLER 


A well-established metal products 
manufacturer, recognized as a 
leader in the industry, is seeking an 
experienced controller to direct all 
accounting and financial functions 
of the company. 


$25,000 


State current position, compensation, 
age, education and home telephone. 


Reply in confidence to 


BOX D2041 


THE CONTROLLER 


One East Forty-second Street 
New York 17, N. Y. 


W Ray, 18 T.C. No. §2. 

“Leroy J. Robertson, 72 S. Ct. 994 

“Old Colony Trust Co., 279 U.S. 716 

“Harold J. Burke, 18 T.C. No. 9 

“ Gemological Institute of America, 17 TC 
No. 199; Section 101 (6) LR 

“ Brown v. Routzahn, C.C.A.-6, 63 F (2d) 
914. 

"Hardenbergh, 17 T.C. No. 20 

"Waldman, 196 F (2d) 83 

Henderson, C.C.A.-5, 155 F (2d) 410; 
Girard Trust, C.C.A.-3, 182 F (2d) 921; 
Mnookin, C.C.A.-8, 184 F (2d) 89. 

“Commissioner Dunlap before the Joint 
Committee on Internal Revenue Taxation 

” James Cooney, 18 T.C. No. 111 

Bangor and Aroostook Railroad Co., 
C.C.A.-1, 193 F (2d) 827. 

"W. P. Smith, C.C.A.-10, May 28, 1952 

“Est. of Jacob Resler, 17 T.C. 132 

” Pacific Grape Products Co., 17 T.C. No 
143 

™ Joe B. Luton, 18 T.C. No. 144 

™ Clark, 19 T.C. No. 9, reviewing 18 T.C 
No. 106 following Western Wine and Liquor 
Co., 18 T.C. No. 137 

™ 4104 

LT. 4105 

' Hershey Creamery Co., 101 F. Supp. 877 

™ Sections 405 and 409 (d) of the Defense 
Production Act; E.S.A. Gen. Order 15. 

” Ralph L. Patsch, 19 T.C. No, 28. 

™ MacFarlane, 19 T.C. No. 2. 

1.T. 4027 

1.T. 4107, 1.R.B. 1952—23, 5. 

“ Olympic Radio and Television, Inc. v 
ULS., U.S. Ct. of Claims, No. 19-52, November 
4, 1952. 

™ Section 23 (1)(2) LRC 

Penn. C.C.A.-8, October 23, 1952, athirm- 
ing 16 T.C. 1497 

"? Hall, 15 T.C. 195, affirmed C.C.A.-2, Feb- 
ruary 29, 1952. 

™ Pike Holding Co., Para. 52,034 P-H Memo 
| 

* Ferguson, T.C. Memo March 7, 1952. 

‘LT. 3910, C.B. 1948-1, p. 15. 

"White, U.S. D.C. Kansas, March 6, 1952 

'" Legrand, U.S. Dist. Ct. N.Dist. of Ohio, 
W.D., No. 6626 Civil, June 20, 1952 

™ Benton, C.C_A.-5, June 20, 1952 

™ Chicago Stoker, 14 T.C. 441 

™ Woodsam Associates, Inc., C.C.A.-2, July 
8, 1952 

™ Ruspyn Corp., 18 T.C. No. 93 

™ Kelley, 326 U.S. 521 

' Paul Harrold, C.C_A.-4, 192 F (2d) 1002 
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Foundation Appoints 


H. F. Klingman Research Director 


Herbert F. Klingman has been ap- 
»ointed research director of Controllership 
Inc., according to an an- 
nouncement by Walter B, Gerould, presi- 
dent of the Foundation. Mr. Klingman 
will assume his responsibilities as the first 
full-time director of the research arm of 
Controllers Institute carly in January. 

Mr. Klingman had been associated with 
Dun & Bradstrect as projects supervisor 
of the Business Information Division since 
August 1950, following a career in the 
fields of research, education, government 
and business. 

Following the completion of his studies 
at Harvard in 1932, Mr. Klingman was as- 
sociated for six years with the Middle 
Western Division of the Great Atlantic 
and Pacific Tea Company. Most of Mr. 
Klingman’s work with the A&P was in 
the analytical aspects of control. His du- 
tics there included statistical analysis of 
branch store operating data, store location 
and marketing research. For most of his 
six years with A&P Mr. Klingman was on 
the treasurer's staff as operations analyst 
and 

Mr. Klingman served with the War Pro- 
duction Board, Washington, D. C., from 
May 1942 to April 1945. He was, succes- 
sively, Senior Economist, Research Sec- 
tion, General Statistics Staff; Chief of the 
Program and Statistics Section, General 
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HERBERT F. KLINGMAN 


Industrial Equipment Division; and As- 
sistant Director, General Statistics Staff, 
WPB. His duties included developing and 
coordinating statistical systems necessary 
for programming requirements of critical 
components for Armed Forces Matericl 
and planning and controlling their produc- 
tion. In addition, Mr. Klingman prepared 
analyses on production in relation to re- 
quirements and schedules. At the invita- 
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J. McCall Hughes named chairman 
of Research Executive Committee 


tion of the War Department, he also un- 
dertook a special tour of duty in connection 
with the U.S. Strategic Bombing Survey, 
E.T.O. 

Mr. Klingman, who holds the Ph.D. de- 
gree from the University of Wisconsin, 
and an M.B.A. from the Harvard Univer- 
sity Graduate School of Business Adminis- 
tration, has served on the faculty of the 
College of Business Administration, Uni- 
versity of Arkansas; Department of Eco- 
nomics, University of Wisconsin; and the 
College of Commerce of the University of 
Notre Dame. 


RESEARCH SUPERVISION 


Mr. Klingman’s appointment as research 
director culminates a series of steps taken 
by the Foundation as a result of the report 
of the Joint Committee on Long-Range Re- 
search Objectives. Another step has been 
the establishment of a Research Executive 
Committee of the 
Foundation 
which will oper- 
ate as an execu- 
tive committee of 
the Board of 
Trustees with 
full authority to 
act for the Board 
between meet- 
ings in a Manner 
consistent with 
established polt- 
cies and budgets. 
The Research Executive Committee will 
develop a research policy for consideration 
by the Board of Trustees, work with the 
research director in drawing up résearch 
programs in keeping with the declared 
policy, review — projects and approve 
those to be undertaken, plan for the most 
effective presentation of research findings 
and like matters. 

The Research Executive Committee for 
the current year includes: Chairman, J. Mc- 
Call Hughes, Mutual of New York; S. 
Chaplin Davis, The Baltimore Salesbook 
Company, Baltimore; James H. Eteson, 
State Mutual Life Assurance Company, 
Worcester; Allen Lester Fowler, Day & 
Zimmermann, Inc., Philadelphia; Walter 
B. Gerould (ex officio), A. G. Spalding & 
Bros. Inc., Chicopee, Mass.; John H. Mac- 
Donald, Rogers, Slade & Hill, New York; 
Wayne C. Marks, General Foods Corpora- 
tion, New York; Arthur Surkamp, United 
States Rubber Company, New York; 
Thomas J. Tobin, Erie Railroad Company, 
Cleveland. 


J. MeCALL HUGHES 
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nstalls 


for hard 
microfilm problems 


insurance company 


A forward-looking insurance 


county office 


“ Remington Rand Dual Film-a- 
record has been selected by a 
large county office because it can 
microfilm small-sized documents 
at high speed, and, with its ex- 
clusive 15” feeding throat, also 
handle even their largest reports. 


company records important data 
on various size cards. Not until 
they installed Dual Film-a-rec- 
ord could they find a microfilm 
machine to meet their needs... 
and at ultra-high speed too. 


oil company 


An international oil company 
microfilms customer charge 
tickets. It is of utmost impor- 
tance that each ticket show clear- 
ly on the microfilm—Dual Film- 
a-record’s exclusive document 
separator makes this possible. 


your choice of Film-a-record Readers, you 
can realize all the many advantages offered 
by modern business microfilming. 


Dual Film-a-record is the most versatile 
machine developed since the inception of 
microfilming. With Dual Film-a-record and 


All these and more with DUAL FILM-A-RECORD 


e Three Recording Widths — 
8mm, 16mm or 35mm. 


e Three Interchangeable 
Lenses—37-1, 32-1, and 24-1. 


[pow 


€ 
Room 1619, 315 Fourth Ave., New York 10, N. Y. 


Gentlemen: 


e Wide Range of Copying 
Width—Originals can be 
from 2” to 15” wide. 


e Two Identical Copies Simul- I should like to have, without obligation, free book- 


let F-264 explaining in detail the advantages of 


e One- or Two-Sided Originals 
—Both sides photographed 
simultaneously. 
e Three Choices of Feeding — 
Hand fed, semi-automatic 
and automatic. 


taneously — using duplicate 
rolls of film. 

e Automatic Document Sep- 
aration—Can separate rec- 
ords of any thickness—from 
tissue to tab card. 


versatile Dual Film-a-record. 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


ARTHUR S. ALBRIGHT (#2633-1943), 
the Detroit Edison Company, Detroit, re- 
linquished his 
position as 
treasurer on De- 
cember | to serve 
as vice president 
until he suc- 
ceeded PAUL W. 
THOMPSON, 
who retired Jan- 
uary 1, as execu- 
tive vice presi- 
dent. CHARLES 

MR. ALBRIGHT R. LANDRIGAN 

(#4697 - 1949), 

controller of the company, was named vice 
president and controller. 

Mr. Albright is currently a director of 
the Detroit Control of Controllers Insti- 
tute of America and served last October as 
chairman of the Business Show at the 1952 
Annual National Meeting sponsored by 
the Detroit Control. 


HAROLD R. PeTrRs, comptroller, Mc 
Kesson & Robbins, Inc., New York, has 
been elected secretary-treasurer of the com- 
pany. Mr, Peters fills the vacancy caused by 
the resignation of SCHUYLER Merrirr II, 
Before joining McKesson & Robbins in 
1941, Mr. Peters was president of the Na- 
tional Union Radio Corporation, Newark, 
N. J. and treasurer of the Waldort System 
Incorporated, Boston. 


DONALD R. Morse (#5252-1951), con- 
troller and executive assistant to the vice 
president for finance, Wright Aeronauti- 
cal Corp., Wood-Ridge, N. J., was recently 
appointed executive assistant to the presi- 
dent of Ronson Art Metal Works, Inc., 
Newark, N. J. Mr. Morse is currently serv- 
ing as director of the Newark Control of 
Controllers Institute of America and is a 
member of the American Institute of Man- 
agement. 


SYDNEY G. LARKIN (#4278-1948), for- 
merly comptroller, Joy Manufacturing Co., 
Pittsburgh, Pa., was recently elected vice 
president and controller of the Toledo 
Scale Company, Toledo, Ohio. 


GeORGE M. Morrison has been ap- 
pointed controller of IBM World Trade 
Corporation, New York. Mr. Morrison, 
who ts a Fellow of the Institute of Char- 
tered Accountants of Ontario, has been 
accountant for IBM World Trade Cor- 
poration since 1950. Prior to that he was a 
partner in the Toronto, Canada, public ac- 
counting firm of Henry Barber, Mapp and 
Mapp. 


E. G. Voss has been named treasurer of 
Arabian American Oil Co., New York, 
which operates the Saudi Arabian oil con- 
cession. Mr. Voss had been assistant treas- 
urer, 


CHANGING YOUR ADDRESS? 


Notice of change of address for THE CONTROLLER 
should be received in the editorial offices of THE CONTROL- 
LER, One East Forty-second Street, New York 17, N. Y., 
before the first of the month to affect the following month's 
issue. For instance, if you desire the address changed for 
your March issue, we should be notified of your new ad- 
dress before February 1. Be sure to include your postal zone 
as well as your old and new address. 
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FRANK X. BUJOLD (#339! 1945) has 
been appointed manager oi Foundries, 
Ford Motor Company, Dearborn, Michi- 
gan, having formerly held the position of 
divisional controller of the Engine and 
Foundry Division. 


EUGENE T. QUINN (#5469-1952), 
comptroller of Royal Typewriter Company, 
Inc., New York, 
was recently 
elected a director 
of the company. 
Mr. Quinn be- 
came associated 
with Royal in 
1936 as account- 
ant and tax as- 
sistant. In 1947 
he was advanced 
to the post of as- 
sistant tax execu- 
tive and chief ac- 
countant; in 1948, he was made assistant 
comptroller; and, in 1951, comptroller. 
For five years prior to joining Royal he 
was associated with the H. E. Bacon Com- 
pany who were the company’s auditors. 


MR. QUINN 


WM. HERBERT CARR (#299-1934), a 
national director at large of Controllers In- 
stitute of America, was recently elected to 
the Board of Directors of the Anglo Cali- 
fornia National Bank of San Francisco. 
Mr. Carr, vice president and treasurer of 
the California Packing Corporation, San 
Francisco, and a director of that company, 
is a past national president and past board 
chairman of Controllers Institute of Amer- 
ica. 


WILLIAM B. JORDAN has been elected 
treasurer of American Brake Shoe Co., 
New York. Mr. Jordan was elected assist- 
ant treasurer in 1950 after previously hav- 
ing served as comptroller of the American 
Brakeblok division. 


Epwarp B. BROWN has been named 
controller of Avion Instrument Corp., 
Paramus, N. J. He was formerly account- 
ing manager of the Scandinavian Airline 
System. 


PAUL HAASE, assistant managing direc- 
tor of Controllers Institute of America, was 
elected national treasurer and a member 
of the Executive Committee of the Public 
Relations Society of America at its recent 
Annual Meeting in Washington, D. C. 
Mr. Haase, who is also managing editor of 
THE CONTROLLER, served as president of 
the New York Chapter of PRSA during 
1951 and has been a member of the Na- 
tional Publications Board of the Public 
Relations Journal during the past two 
years. The Society's newly elected presi- 
dent is WitttiaM G. WERNER of Cincin- 
nati, who is director of public relations for 
Procter and Gamble Company. 
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JOHN H. MACDONALD (#56-1932) has 
been admitted as a partner of Rogers, Slade 
& Hill, management consultants, New 
York. Mr. MacDonald served as national 
president of Controllers Institute during 
the 1946-47 term, when he was vice prest- 
dent of National Broadcasting Company, 
Inc. The following year he was elected 
chairman of the Board of Directors of the 
Institute. He is now a member of the 
Board of Trustces of Controllership Foun- 
dation. 

During 1949-1951 he was vice president 
of the financial division of American Man- 
agement Association and is presently a di- 
rector of the organization. 


EDWIN E. MCCONNELL (#817-1936), 
controller, Norton Company, Worcester, 
Mass., is the 
newly elected 
chairman of the 
Advisory Coun- 
cil on Federal 
Reports on 
which Mr. M« 
Connell has 
served for sev- 
eral years as a 
representative of 
Controllers In- 
stitute. Mr. Mc- 
Connell served 
as national president of Controllers Insti- 
tute in 1945-46. 


MR. McCONNELL 


RatPpH NEUMAN has been promoted 
from assistant treasurer to treasurer of Ben- 
ton & Bowles, Inc., New York advertis- 
ing agency. Mr. Neuman joined B&B in 
1935. 


FRANK A. RostepT (#2780-1934) ts 
now serving as general manager of a new 
plant of The Hyster Company at Nijmegen 
in The Netherlands. Mr. Rostedt, who as- 
sumed his new responsibilities on January 
1, previously held the post of comptroller 
and assistant secretary of The Hyster Com- 
pany in Portland, Oregon. Mr. Rostedt 
served as president of the Portland Con 
trol of Controllers Institute in 1946-1947. 


R. M. WILpeR (#1691-1940) has been 
named controller of Pass & Seymour, Inc., 
Syracuse, N. Y. Mr. Wilder, who previ- 
ously held the title of assistant treasurer, 
is secretary-treasurer of the Syracuse Con- 
trol of Controllers Institute and a national 
director of the National Association of 
Credit Men. 


VOLLING, formerly assistant 
treasurer and controller of Green Giant 
Company, was clected treasurer and assist 
ant secretary. He has been employed by 
the company since 1931 serving first as a 
branch plant office manager and then in 
their general accounting department. He 
was made assistant treasurer in 1941. Fol- 
lowing his return from serving as a licu- 
tenant in the U.S. Navy from 1943 to 
1946, he was named assistant treasurer and 
general controller. 


PHILADELPHIA CONTROL HONORS TWO INSTITUTE PAST PRESIDENTS 


J. Calvin Shumberger, president, Call- 
Chronicle Publishing Co., Allentown, Pa., 
and Verl L. Elliott, controller, the Atlantic 
Refining Co., Philadelphia, Pa., were hon- 
ored at the December 4 mecting of the 
Philadelphia Control of Controllers Insti- 
tute for their contributions over the years 
to the work of the Institute. Both Mr. 
Shumberger and Mr. Elliott are past prest- 
dents and cach received a plaque com 
memorating his services to the local and na- 
tional bodies. 

Mr. Shumberger was president of the 
Institute, 1934-1935, and served as a na 
tional director from 1932 through 1937, 
holding the post of national vice president 
in 1933-1934. 

Mr. Elliott served as national president 
during 1940-1941 and was a national di- 
rector, 1938-1941, holding the post of vice 
president from 1938-1940. Mr. Elliott was 
chairman of the National Committee on 


Davin R. ANDERSON (#194-1933), 
formerly treasurer, W. B. Saunders Co., 
Philadelphia, 
Pa., has joined 
Niles- Bement- 
Pond Company, 


West Hartford, 
Conn., as con- 
troller. 


Prior to join. 
ing the Saunders 
organization, Mr. 
Anderson was 
with the Ken- 
dall Company, 
Walpole, Mass., 
as controller and assistant treasurer, and 
with Wilbur-Suchard Chocolate Company, 
Philadelphia, as secretary and treasurer. 
He is author of ‘Practical Controllership,” 
published by Richard D. Irwin, Inc., Chi- 
cago, in 1947. 


MR. ANDERSON 


Everett J. Livesey, formerly assistant 
vice president and comptroller, the Dime 
Savings Bank of Brooklyn, N. Y., has 
been named vice president and GERALD J. 
PFFFERT, assistant comptroller, has been 
named comptroller. Gustav T. ANDREN 
and THOMAS S. Sires, formerly assistant 
vice presidents, were named vice presi 
dents. 


THE CONTROLLER. .... 


Ethics and Professional Standing during 
1939-1940 and chairman of the National 
Planning Committee in 1941-1942. He 
held the post of trustee of Controllership 
Foundation from 1947-1950 and served as 
president of the Philadelphia Control, 
1937-1938. 

In the photograph above (left to right) 
those present at the head table include 
Hugh Ward, Pennsylvania Railroad Com- 
pany (vice president of the Control) ; Rob- 
ert W. Fort, Sharples Corp. (member of 
the Program Committee of the Control) ; 
John B. Joynt, speaker of the evening; 
Frank E. Michel, United Parcel Service 
(president of the Philadelphia Control) ; 
Walter Mitchell, Jr., managing director, 
Controllers Institute; Mr. Shumberger and 
Mr. Elliott; Stuart Henshall, Sharpe & 
Dohme, Incorporated (treasurer of the 
Control) ; and Donald P. Jones, Sun Oil 
Company (secretary of the Control) 


O. P. GoKay (#4022-1947), treasurer 
and comptroller, The Cleveland Graphite 
Bronze Co., Cleveland, Ohio, was recently 
named to the post of treasurer of the Cle- 
vite Corporation, the newly named firm, 


Newly clected officers and directors of 
the Life Office Management Association, 
elected recently, include the following 
members of Controllers Institute: 

J. L. BATCHLER (#920-1937), 
president and secretary, Kansas City Life 
Insurance Company, Kansas City, Mo. 
(Mr. Batchler is a past national director 
of Controllers Institute and immediate 
past president of LOMA); Epwarp M. 
KARRMANN (41351-1938), treasurer and 
controller, American United Life Insur 
ance Company, Indianapolis; and 
CHARLES H. YARDLEY (41700-1940), sec 
ond vice president and comptroller, Penn 
Mutual Life Insurance Company, Philadel 
phia. (Mr. Yardley is a National Director 


of Controllers Institute. ) 


vice 


Myron W. KRuecer (#4231-1948), 
treasurer, Raymond Concrete Pile Co., 
New York, has been elected vice president 
He joined the company in January 1948 as 
treasurer and in April 1951 was elected a 
director. He will continue in these capaci- 
tics in addition to the vice presidency 
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JosepH T. MAHANEY (#3590-1946), 
vice president of accounting and finance 

e of the Missouri- 
Kansas-Texas 
Railroad Com- 
pany, St. Louis, 
Mo., has been 
appointed execu- 
tive vice presi- 
dent of the com- 
pany. 

Mr. Mahaney 
has been active 
in the field of 
railroad account- 
ing and financial 
matters since 1910 with the Midland Val- 
ley Railroad Company, Muskogee, Okla., 
the Wichita Falls & Northwestern Railway 
Co., Wichita Falls, Texas, and the MKT. 
He served as president of the St. Louis 
Control of Controllers Institute of Amer- 
ica, 1951-1952. 


MR. MAHANEY 


Ropert D. Hitt (#4000-1947), vice 
president and treasurer, Taylor-Wharton 
Iron and Steel Company, Cincinnati, Ohio, 
has been named executive vice president 
and treasurer of the company. He will b« 
located at High Bridge, N. J., where he 
will be responsible for co-ordination of all 
activities and operations at the firm's man- 


ganese steel foundry, also its forged steel 
cylinder and railroad track work plant in 
Easton, Pa. He continues as chief financial 
officer of the concern. Mr. Hili is a CPA 
and a member of the American Institute of 
Accounting. 


Jaun De Ipaseta has been elected con- 
troller of Philippines Air Lines. 


Henry C. Gaytey and C. GAs- 
SENHEIMER have been elected treasurer 
and comptroller, respectively, of Schenley 
Industries, Inc., New York. 


BRENNISS G. TYRRELL (#3871-1947), 
controller, Whitney Chain Company, 
Hartford, Conn., was recently elected 
treasurer of the firm and PARK C. Boyp 
(#1980-1941), secretary, was named to 
the Board of Directors. 


HAROLD S. KING (#4681-1949), for- 
merly comptroller, Commonwealth Serv- 
ices, Inc., New York, has joined Grace 
Chemical Company, New York, as comp- 
troller and assistant treasurer. 


RoBERT A. SEIDEL (#1719-1940), vice 
president, RCA Victor Division, Radio 
Corporation of America, Camden, N. J., 
has been elected chairman of the RCA 
Estate Appliance Corporation, Hamilton, 
Ohio. 


SPRINGFIELD CONTROL IS TEN YEARS OLD 


The Tenth Anniversary of the Springfield Control of Control- 
lers Institute was observed at a dinner meeting on November 18. 
At the head table, pictured above, from left to right are Victor 
Davis, past president of the Boston Control; Donald H. Dalbeck, 
president of the Boston Control; Walter Mitchell, Jr., managing 
director of Controllers Institute; Michael G. Campagna, president 
of the Springfield Control; Robert N. Wallis, national director 
and regional vice president of Controllers Institute; and Ernest J. 
Meuten, national director of Controllers Institute, representing 


the Hartford Control. 


During the course of the dinner meeting, a review of the Con- 
trol’s history was presented by Joseph A. Chadbourne, secre- 
tary of the Control for many years, who is president of Old 
Colony Envelope Company, Westfield, Mass. 


Obituary 


Henry T. Berry, 81, comptroller of the 
Interborough Rapid Transit Co., New 
York, until his retirement in 1939, died 
in Overlook Hospital, Summit, N. J., on 
November 15, 1952. 

For many years Mr. Berry was the 
company’s chief fiscal spokesman in 
hearings and lawsuits concerning rates, 
service, equipment and similar matters. 
Although retired, he received a citation 
for his services to the City of New York 
in 1948, the fiftieth anniversary of the 
consolidation of Brooklyn with New 
York City, which was made feasible in 
large measure by the subways linking the 
two areas. 

Mr. Berry joined the financial depart- 
ment of the Manhattan Railway Com- 
pany, predecessor of the IRT, in 1891 
and was appointed comptroller in 1924. 
He was a member of the Railroad Club 
of New York and held membership cer- 
tificate #239 from 1933 to 1941 in Con- 
trollers Institute. 


Henry A. Fett, comptroller of the Wa- 
bash Railroad Company, St. Louis, Mo., 
died on October 17, 1952 at the age of 
54. Mr. Fett had been affiliated with the 
railroad field since 1913 when he joined 
the Missouri Pacific R.R. Co., St. Louis, 
as clerk. In 1917 he joined the Wabash 
R.R. Co., and successively held the posts 
of traveling accountant, special account- 
ing auditor, assistant to the comptroller, 
auditor, general auditor, and was ap- 
pointed comptroller in January 1951, 
which position he held until retirement 
in October 1952 due to ill health. 

Mr. Fett held membership certificate 
#5304 in Controllers Institute from 
1951-1952. 


Walter O. Heim, 51, secretary-treas- 
urer of the Barry-Wehmiller Machinery 
Co., St. Louis, Mo., died on November 
18, 1952 following a lingering illness. 

Mr. Heim was also vice president of 
Barry-Wehmiller Export Sales Co. and a 
member of the Board of Directors of 
both companies. Before joining the ma- 
chinery firm in 1944, he was secretary of 
the United Bank & Trust Company from 
1921-1944, He was a former president of 
the Savings Association of St. Louis Banks, 
a member of the National Association of 
Cost Accountants, and held membership 
certificate #5084-1950 in Controllers In- 
stitute of America. 


Harold J. Vos, 61, formerly control- 
ler of R. C. Allen Business Machines, 
Inc., Grand Rapids, Mich., and secretary 
of the Western Michigan Control of 
Controllers Institute, died suddenly on 
December 10, 1952. He held membership 
certificate #4099 in the Institute since 
1947, 
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oW Royal brings you an extra key —a 43rd 
LN key on vour kevboard— a key that you ean 
get with almost any combination of marks, 


characters or signs you want! 


No need to teach 


he a paragraph mark and a seetion sign. In fact, 


of special characters! 


Its all available and it’s done by Reyal to 
make your teaching job easter!’ Remember: 


Royals have always been built with vou, the 


To make your job easier Royal brings you an 


typing teacher, in mind! 
extra key with any character-combivation desired. / 
s x There are other new features below. Look 


them over. Then call vour Roval representative 
fora free classroom demonstration. Look under 


Roval” in the phone book 


“Magic” Tabulator. a Royal exclusive. 
Without taking her fingers from the guide 
key positions, the student just r-o-L-l-s her 
right hand and the carriage moves to the 
next tab position, 


Carriage Control... a simple twist of Royal's 

exclusive Carriage Control gives each typist 

the maximum efficieney of the whole machine. 
It literally regulates 
the carriage speed; 
steps up the action 
for tabulating. 


New Time-saver Top, a Royal ex 

elusive. Press button... inside con 

trols all instantly accessible. “Touch 
Control within easy reach, 
Kasy-to-get-at spools for ribbon 
changing. 


, Cy, STANDARD « ELECTRIC + PORTABLE + Roytype Carbon Papers and Ribbons 
— *Magie und ‘*fouch Control’’ are registered trade of Royal Typewriter Company, Ine 
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New Trends in Industrial Human Relations 


(Continued from page 18) 


INFLUENCING EMPLOYE ATTITUDES 


The intermediate objective for most 


company human relations efforts is in the 


influence which it can create on employe at 
titudes, morale and outlook. It is a per- 
fectly natural development, then, that 
management should expect supervisors and 
foremen to shoulder a major part of the 
burden for influencing employe attitudes 
To some extent, these newly adopted mem- 
bers of management are held responsible 
for nearly all the day-to-day influences 
The impact of their continuous work-rela 
tionships with employes is recognized fully 
and for the first time. 

However, the changed outlook regard- 
ing the status and responsibility of super- 
visors did not originate in the compara- 
tively recent surge of interest in human re- 
lations. It goes back for ten years or more, 
to the time when significant numbers of 
companies revised their viewpoints and 
srograms to regard supervisors as ‘‘front- 
ine Management,” 

Founded in part as an obvious instru- 
ment to avoid unionism among supervi- 
sors, the new concept of the dutics of fore- 


status as ‘on the spot’’ management repre- 
sentatives. Now, human relations is said to 
comprise cighty-five percent of their total 
responsibilities. 

This metamorphosis is nearing comple- 
tion for the changes being made in the 
concept of foremanship and the develop- 
ment of human relations doctrines have 
complemented cach other. Successful im- 
»rovements in employe relationships have 
een achieved through clarification and 
support of supervisors as management 
minions. Conversely, the essential nature 
of supervisor participation and support 
has been demonstrated in every effort to 
apply the new doctrines of human rela- 
tions. 

These facts are more widely accepted 
than any other individual characteristic of 
human relations. As a result, many long- 
range programs in human relations and 
communications are initiated with appro- 
priate training and revitalizing of super- 
visors. These men and women have become 
the crux and center-point of many com- 
munications plans. They are being given 
the training, information and authority 


men has passed through many quick steps 4 necessary for the conduct of human rela- 


in progression. Then training 
courses were formulated to clarify their 


tions responsibilities. In a bid for long- 
range development of sound work rela- 


Organizing a Successful 


Employee Benefit Program 


An employee benefit program, developed and launched in an 
atmosphere of confidence, mutual trust and understanding, 
generally becomes a successful program. Experience developed 
through the installations of programs for a great variety of busi- 
nesses, large and small, involving all sorts of labor situations, 
enables our group insurance staff to give invaluable assistance 
in successfully installing new programs and in improving 


present programs. Your inquiry is invited. 


Marsu & McLENNAN 


INCORPORATEO 


CONSULTING ACTUARIES 


INSURANCE BROKERS 


Chicaeo, 231 8. LaSalle St. 


Minneapolis Detrott Boston Los Angeles 


Mt. | on Indianapoli 
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New York, 70 Pine St. 


Montreal St. Paul Duluth Portland Buffalo Itlanta 


Milwaukee Cleveland Havana London 


San Prancisco, Russ Bldg 


Toront Pitthureh Seattle Vancouver 


tionships, most companies have also revised 
their supervisor selection 
standards along -hese lines. 

In the process of clarifying the status 
and responsibilities of supervisors, many 
concerns have undertaken their first efforts 
in organization planning, for the need for 
comprehensible company structures be- 
came quickly apparent in the early phases 
of these new training courses. However, in 
most cases when attention was paid to es- 
tablishing charts, graphs and manuals to 
illustrate and explain the company frame- 
work, a number of additional benefits were 
uncovered. Companies found that super- 
visors trained in this manner were better 
able to explain the company to associates 
and subordinates. In understanding their 
own relative positions, they also compre- 
hended the established routes and channels 
for information and orders. In the last 
analysis, these clarified plans enabled more 
proficient reporting by supervisors, assisted 
in all types of communication, and de- 
creased wastage of time through inappro- 
priate routing of requests and suggestions. 


ECONOMIC ASPECTS 

This is a dramatic and opportune era in 
industrial human relations. Probably 50 
per cent of existing programs are under 
scrutiny while an even greater number of 
company top managements are critically 
appraising the potentialities of instituting 
programs for meeting their own problems. 

There is no doubt of the genuineness or 
intensity of top-management interest. The 
manner in which this is met will inevitably 
affect and alter the field either by placing it 
on a broader and higher plane or by rele- 
gating it to a mere record-keeping activity. 
If these programs—and the men who 
guide them—do not wisely capitalize the 
attention they are receiving and demon- 
strate human relations as an essential, 
broad income-producing function, there 
might well be a reverse reaction and cur- 
rent interest will turn to apathy and disap- 
pointment. 

More than ever, the superficial elements 
and window-dressing industrial rela- 
tions must be solidly backed by facts, plans 
and analyses. Top management will not be 
satisfied with reports of numbers, texture 
or format of house organs, handbooks or 
letters or other communications media 
alone. They must be shown the underly- 
ing reasons for each human relations func- 
tion and be supplied with concrete evidence 
of its beneficial effects on production, 
costs and operations. Such demonstra- 
tions may be made separately for each indi- 
vidual function or collectively but they 
must be made plausibly, and in terms con- 
sistent with other reports of company op- 
eration and activity. They must be con- 
vinced that human relations not only pays 
its own way but actually cuts operating 
costs as well. It has been demonstrated 
that its costs should not exceed ten per 
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cent of its measurable benefits in produc- 
tion, profits and productivity. This, of 
course, assumes a full-blown program’ of 
human relations. Its effectiveness is more 
seriously curbed by economies than is true 
of production and operating functions. 

Unfortunately, in the past, only limited 
efforts have been made to establish human 
relations as a measurable, income-produc- 
ing activity. It appears that technicians in 
the field are normally averse to controls of 
this nature for they believe that they may 
sooner or later become shackles and limi 
tations. This outlook has been responsible 
for the opinion by many company presi- 
dents and directors that industrial relations 
is a nonspecific responsibility, a field of 
gencralities. This opinion has contributed 
greatly to the innumerable individual set- 
backs which industrial relations has been 
meted in budget slashes and company econ- 
omy moves. It portends well for the field 
that controllers are becoming increasingly 
aware of the economic potentials of human 
relations departments. 

This constitutes a new responsibility for 
industrial relations specialists, associations 
and professionals—to supply the necessary 
facts to guide the thinking of line execu- 
tives to the broader aspects and potentials 
of human relations. If narrow, special fea- 
tures are presented as panaceas—and line 
executives led to place confidence in these 
as long-range answers to their problems 
industrial relations ultimately will meet 
with aggressive immobility. One of the 
most practical and convincing demonstra- 
tions of the value of human relations pro- 
gramming is in its net worth and effect 
upon company economics. 

Adequacy of human relations prepara- 
tion and provisions can be measured 
through the application of a few simple 
tests: 


1. Does the company plan of organiza- 
tion meet the specifications of established 
principles? 

2. Is the plan of organization distinct, 
known and clearly understood by all com- 
pany employes? 

3. Are supervisors given advanced in- 
dication of pending announcements, plans 
and news releases and provided with 
enough added background information to 
enable them to answer the questions of 
their subordinates? 

4. Are day-to-day indications of morale 
and attitude (such as production, produc- 
tivity, absenteeism, tardiness, suggestions, 
gripes, grievances, requests) watched and 
analyzed on a continuing basis? 

5. Arve the attitudes of employes polled 
or otherwise solicited at regular intervals ? 

6. Are communications based primarily 
on the information needs and wants found 
in these analyses and reviews? 

7. Does the company maintain enough 
and sufficiently diversified media of com- 
munications to enable oral and written 
presentation and reiteration of important 
information? 
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8. Is there a plan in the company by 
which job, job content, and job perform- 
ance ave discussed periodically with each 
individual employe by his respective su per- 
visor? 

9. Is enough attention paid to outside 
interests of employes through community 
relations, news, and information for fami- 
lies? 

10, Are the activities, accomplishments, 
cost and profit indications of industrial re- 
lations reported pertodically on a formal, 
written basis for review and acceptance by 
the president, directors and stockholders ? 


Good will, the objective of human re- 
lations programming, is the most valuable 


intangible asset of any type of enterprise: 
public, private or business. It ts essential 
for financial support, sales, purchases and 
public backing. Its internal counterpart, 
employe morale, is the very foundation for 
performance, production and profit. 

Under these circumstances, the impor 
tance of sound approaches in human rela 
tions cannot be overemphasized. They 
justify the extremes of attention and ef- 
fort now being given by industrial top 
management. In the long run, the net prof- 
its of any concern which is sustained by the 
efforts of men and women will depend in 
large measure on its success and achieve- 
ments in human relations. 


cor porate income taxes. 


Order your copy today. 


Are You Planning Ahead 
for Lower Taxes? 


The new Administration, pledged to tax reduction where- 
ever possible, takes over in January. The excess profits tax on 
1953. Individual tax rates are 
scheduled to drop 10% to 11% after December 1, 1953. In 
addition, some excise taxes will expire. Also, depending on 
world conditions, many observers anticipate some reduction in 


corporations will end July 1, 


MANAGEMENT PLANNING FOR CORPORATE TAXES 
published by Controllership Foundation, Inc., provides the con- 
troller with case history material drawn from 400 actual cases, 
many of them showing how business companies shifted or post- 
poned the impact of taxes in anticipation of changing rates. 


Of equal, or perhaps greater, value to corporate executives in 
the period of transition will be that portion of the study devoted 
to the communication of tax information, including devices to 
promote tax-consciousness on the part of all levels of manage- 
ment. When the tax implications of day-to-day decisions are 
fully understood by all who participate in making them, the 
chances for tax-savings are greatly enhanced. 


Small companies, as well as large, can aio from this infor- 
mation. A review of the many devices set 
mean substantial tax economies during 1953. 


| 
| CONTROLLERSHIP FOUNDATION, 
Research Arm of Controllers Institute 
ONE EAST FORTY-SECOND STREET, NEW YORK 17, N. Y. 


orth in this study may 


Price $4.00 | 
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EMPLOYMENT + EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof eacl 
msertion, 50¢@ each additional line. Payable im 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for bax 
number. Closing date 10th of preceding mont! 


Address box number replics to 


THE CONTROLLER 
One East Forty-second Street 
New York 17, N.Y 


Replies will be forwarded 


HELP WANTED 


ANALYSTS 

Large midwestern manufacturer engaged in aut 
craft production has immediate openings for 
cost analysts, cost estimators, and financial ana 
lysts. Must have analytical skills plus ability to 
express himself clearly on complex manage 
ment issues. Should have minimum of three 
years experience on management level. Salary 
commensurate with qualifications. Give full in 
formation regarding academic and business rec 
ord, Box 2039 


SITUATIONS WANTED 


CONTROLLER TREASURER 
BUDGET DIRECTOR 

Skilled administrator, presently employed as 
controller—treasurer—budget othicer of large 
utility. Keen analyst, gets things done at 
minimum cost. Thorough knowledge account 
ing, finance, costs, controls, budgets, systems, 
procedures, credits, insurance, taxes, pen 
sions, government contacts. Previous heavy 
manufacturing experience. University trained 

business administration, accounting, fi 
nance, statistics, economics, law. Member 
Controllers Institute. Can relocate, U. S. o1 
abroad; knowledge languages. Box 2025. 


MISCELLANEOUS 


WANTED! 
CONTROLLER MAGAZINES 
JANUARY through JUNE 1952 


We're sold out again—on these is 
sues! If you have an extra copy that 
you would part with after you read 
it, we'd welcome receiving it to en- 
able us to provide a complete year 
for those who may want a “back 
copy subscription” or to fill “single 
copy” orders. Thanks! Send to the 


CIRCULATION MANAGER 
THE CONTROLLER 
1 East 42nd Street, New York 17, N. Y. 


NOTK: Tue Controtien reserves the right to 
cept, re ect or censor classified copy and takes no re 
sponsibility for the people contacted through this col 
umn nor does it guarantee any item bought or sold 
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Factors in the Economic Outlook 


Excerpts from an address by Alan H. 
Temple, vice president and economist, Na- 
tional City Bank of New York, presented 
at the 21st Annual National Meeting of 
Controllers Institute of America, Detroit. 


BOUT HALF OF THE ORATORY which 
A we heard this Fall sought to convince 
the country that our present state of " pros- 
perity is genuine and resting on strong 
ioundations. The other halt suggested 
that we were merely enjoying inflationary 
illusions, which will be unhappily exposed 
because government supports and infla- 
tionary policies will eventually become 
powerless to keep the boom yong. Sooner 
or later the country will find out which, if 
cither, of these views ts correct. The test 
is not likely to come during the next few 
months, for the conjunction of rising gov 
ernment purchases of arms and other goods 
and services, of sustained expenditures on 
plant and goon the rebound from 
the steel strike, and improvement in the 
consumer goods industries ts likely to keep 
business at present high levels perhaps 
even a little higher -for some time. 

In the longer run, however, the boom 
in plant and equipment expenditures must 
be expected to subside in some degree. De- 
fense expenditures, even if they remain 
high, will lose some of their stimulating 
influence once they level out, for the an- 
ticipatory construction, inventory accumu- 
lation, and other preparations will be 
diminished, and the rapid growth of in- 
dustrial capacity will make it possible to 
supply defense requirements without the 
strains and inflationary pressures that they 
initially set up. 

When the capital goods boom begins to 
subside we shall quickly learn whether our 
foundations are reasonably sound, or un- 
sound, During the past two years private 
capital investment has represented an un- 
usually high proportion of the country’s 


total product. Eventually there must be a 
change in the ‘mix.’ Less will go into 
plant and equipment, residential building 
and perhaps some other kinds of durable 
goods. If tull employment is to be main- 
tained, an equivalent rise in consumption 
and in other types of investment will be 
needed. 

The prescription of the economic 
planners, when private investment sags, 
presumably will be more public investment 
and other measures to inflate and stimulate 
demand. But business men who rest their 
confidence upon such devices, and who are 
infatuated by the huge aggregates of pros- 
pective gross product that are tossed 
around so blithely by the planners and the 
perpetual expansionists, should be warned 
that a time 1s coming when questions of 
cost and price rclationships-—in the econ- 
omy as a whole—-again will be of control- 
ling importance. The essential principle of 
a healthy self-supporting business is that 
people can exchange with cach other all 
that they are capable of producing at the 
time. This requires that goods be priced at 
levels which will absorb production and 
clear the markets. Manufacturing and dis- 
tributing costs have risen because wages 
have advanced more than man-hour output 
has improved. The clement of danger is 
that the consumer to whom these costs ul- 
timately must be passed, may not be able 
to pay them. 

In recent years, when business has been 
dominated by war, by “catching-up” after 
war, and finally by new defense expendi- 
tures, with inflationary pressures running 
almost throughout, these relationships 
have not seemed as vital as they once did. 
From the over-all viewpoint, abnormal de- 
mands have pushed into the background 
questions of the terms of trade and wage 
and price equilibrium. When the climate 
of business changes, as it must, they will 
reassert themselves. 


MARK YOUR CALENDAR 


CONTROLLERS INSTITUTE 


1953 Conterence 
FEB. 27-28 Southern 
MAY 1-2 Pacific Coast 


MAY 17-19 Midwestern 


Hotel City 

Shamrock HOUSTON 
Ambassador LOS ANGELES 
Jefferson ST. LCUIS 


OTHER ORGANIZATIONS 


JAN. 12-15 


AMERICAN MANAGEMENT ASSOCIATION 


LOS ANGELES 


General Management Conference 
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@ Why rewrite what's already written? Across the 
country, economy-minded firms are using a DITTO-dupli- 
cated copy of the invoice itself, in place of the traditional 
posted ledger sheet. This DITTO UNIT ACCOUNTS RECEIVABLE 
SYSTEM is 50 per cent faster than machine posting, is free 
of posting errors, and brings a welcome list of other 
benefits besides. 


SLASH PAYROLL, SPEED THE JOB 
With this system, posting becomes a simple filing operation; specialists are replaced by file clerks. 
Now no item is buried on a crowded ledger sheet; showing the whole transaction on each sheet, 
no reference to other data is needed. With monthly tabs topping each page the age of any item 
is seen at a glance, and it is simple to take off a quick, accurate trial balance. With credit data 
coded on each page or on cards dropped in front of each one, shipments to approved accounts 
are expedited—no need for credit checking. With duplicates available in seconds, delinquent 
statements are in the mail quickly. What a simple way to save money and speed operations! 


Now posting becomes a simple 
filing operation. 


Here is your accounts receivable gene. on 
ledger sheet—a duplicate of the ta 
invoice, the whole transaction at 

a glance. NOTE the month tab and > 


money savers not to be had with 
traditional methods. 


32 pnge book! 


Gentlemen: Please send me the book, 
“DITTO UNIT ACCOUNTS RECEIVABLE,” 
without cost of obligation to me 


Nome, Title 


Company 


Address 


\ 
— 


save us *48,000 a year!” 


—NATIONAL BISCUIT COMPANY, New York 


“Through direct savings and increased efficiency, we save $48,000 

a year with our National Accounting Machines. This repays their 
cost every 19 months. 

“The task of completing large weekly payrolls within a limited period 
of time is no longer a problem. Work effort as well as time has been 
greatly reduced, much to the satisfaction of both management 

and office personnel. 


“Also, we are now using several 


No matter what the size or type of vour business, 
you will find that Nationals soon pay for them- 
selves out of the money they save. National's 
exclusive combination of time-and-money-saving 
features does up to 2/3 of the work automati- 
cally, Your nearby National representative—a 
systems analyst—will show how much you can 
save with National Accoun ing Machines and 
Adding Machines adapted to your needs. 


hundred National Adding Machines 
that are saving us additional time, < ) phaas— 


money and effort.” Comptroller 


ACCOUNTING MACHINES 
ADDING MACHINES + CASH REGISTERS 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 
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